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Sign of a good time to fly 


Don’t let your winter travel plans bog down in ice and snow. 
Take to that wide. clear road at the “fair weather level” 
where TWA Skyliners fly. With surface storms and icy going 
far below, relax—and watch your travel problems melt away 
in the warmth of world-famed TWA hospitality. Next trip, 
whether your destination is across the U.S. or overseas, Where in the world do you want to go? For information 


try TWA—and you'll never again let winter get you down! 
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UNITED CARBON COMPANY, INC 


Carbon Blacks of quality 
— such are UNITED 
BLACKS. Dependable in 
performance, UNITED 
BLACKS are the result 
of exacting research, ex- 
pert and ingenious proc- 
esses of manufacturing. 
UNITED CARBON 
COMPANY is the pro- 
ducer of both channel and 
furnace blacks, which 
meet the most rigid re- 
quirements in the rubber, 
paint, paper and ink in- 
dustries. 


UNITED BLACKS ARE AVAIL- 
ABLE THE WORLD OVER 


CHARLESTON, 27,W VA 


HICAGO 









In Canada 


Canadian Industries, Ltd. 
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JOHN MORRELL & CO. 





will be paid Jan. 29, 1953, to stock- 
holders of record Jan. 8, 1953, as 


DIVIDEND NO. 94 


A dividend of Twelve 
and One-Half Cents 
($0.125) per share on 
the capital stock of 
John Morrell & Co. 


books of the Company. 
George A. Morrell, V.P. & Treas. 
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Bs commencement of a 
new year traditionally in- 
vites us to reflect upon past 
events. This naturally en- 
ables us to come to a fuller 
understanding of the con- 
ditions that will have an 
important bearing on 
future developments. 
Accordingly, while a new 
appraisal is valuable in 
any year, it was never 
more so than at the close 
of historic 1952. 
In a year that was marked by up- 
heaval in many parts of the world, military, 
political and economic, perhaps its most 
distinguishing feature was the steady hard- 
ening of the bitter struggle between East 
and West. Not only in Korea, in which the 
heartbreaking conflict continued to the 
frustration of the United States and the free world, but in other vulnerable areas in Asia, Africa and 
even South America, hostile forces broke loose to menace the existing order. 

At home, inflation threatened to engulf us from time to time, as an ineffectual Administration 
persisted in maintaining discredited financial policies; leaving a restless and uncertain public to 
deal with ever-mounting and discourging problems of prices, wages and taxes. 

Yet, the year which started so dismally has ended on a highly constructive note as the salutary 
effects of General Eisenhower's election commenced to make themselves felt. For this election has 
meant far more than a mere change from one Administration to another; but rather the ending of 
one era and the ushering in of another. 

The vigorous moves of the President-designate have helped greatly to restore confidence, 
imparting a needed sense of direction to the public instead of the uncertainty caused by the vacil- 
lation which marked the previous Administration. This important change is of the most profound sig- 
nificance to the businessman and investor for he is now free to function more effectively with a 
government background that should facilitate a greater degree of long-range planning than has 
been possible in recent yers. 

In essence, the new Administration will seek to end current maladjustments at home and restore 
a greater degree of stability, both economic and political, abroad. Though we lay no claims to the 
powers of clairvoyance, it is logical to assume that the new President will take a highly realistic 
approach to our national problems. This should involve a more conservative attitude on the man- 
agement of the federal finances, with respect to credit, taxes and controls; and a more positive atti- 
tude on international problems, instead of the wavering that has characterized the outgoing 
Administration. 

It is plain, therefore, that important changes are soon to take place in national policies which 
imposes on the businessman and the investor the duty of remaining alert so that he can recognize 
the significance of these developments as they unfold. It need not be said that his success or failure 
in the coming year may depend to a large extent on how thoroughly he keeps himself informed 
and how well he has prepared himself for the decisions he must make on the basis of the reliability 
of the information he has acquired. 

In this rapidly changing world, the investor more than ever needs guidance and advice as well 
as information. This should prove especially true in the coming year which will usher in new oppor- 
tunities and a sounder basis of safeguarding his substance. 
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Many questions are being asked by businessmen and investors as to the probable course of 
events in the coming year. To this end, we shall try to guide and inform our readers so that they 
may be better prepared to cope with these answers realistically and successfully. 


As editors of THE MAGAZINE OF WALL STREET, we are conscious of our special respon- 
sibility in keeping you constantly and reliably informed on trends and events that are significant 
and that are likely to affect you as businessman and investor. Such an undertaking, of course, covers 
a very broad field requiring constant and painstaking analysis for which the average busy indi- 
vidual has not sufficient time. You will, therefore, all the more appreciate our concise, yet com- 
prehensive, studies which are written and edited for you—to save you time, to inform you, and 
to aid you in formulating and executing your business and investment policies. You will find this 
type of information indisputable in your business and investment affairs. 

You will find of the utmost value and convenience the continuity of our investment service 
which keeps you constantly informed on the stock market, its trends and cross-currents, the sig- 
nificant forces at work. It also gives you sound and reliable advice on the proper timing of your 
investment moves, and helps you to make the most of the security selections presented, after the 
most careful analysis, in each issue of THE MAGAZINE OF WALL STREET. 


Throughout the pages of the MAGAZINE, we give you the benefit of forty-four years experi- 
ence in the investment field during which we have served our readers successfully in boom and 
depression, in war and peace. The facilities of our Inquiry department are an added aid and cre 
available to our subscribers. 


It is this high standard of service that should make THE MAGAZINE OF WALL STREET invalu- 
able to you in the year ahead, all the more so because it will be a year of important develop- 
ments that will have a profound effect on business and investments. 


In addition to our voluminous information on securities we shall also keep you abreast of eco- 
nomic and business trends, always important as key factors in determining market developments. 
Through our BUSINESS ANALYST you are kept informed of the basic business trends. In every 
issue, you are fully posted on what goes on in trade and industry, in money and commodity markets. 


Subscribers find this feature valuable because it uncovers and analyzes trends long before 
they are reflected in conventional indicators. In view of the constant and incisive shifts looming ahead 
on the industrial horizon, the business man no less than the investor will find these timely and 
realistic interpretations of the greatest practical value. 

Furthermore, our ECONOMIC SERVICE study and weigh the broad economic trends both at 
home and abroad, their significance and implications in terms of business and market reper- 
cussions. At frequent intervals, we offer concise and authoritative summaries of the general eco- 
nomic situation and outlook, together with interpretative articles by authorities in the respective 
fields on specific subjects of timely interest. 

Finally, our WASHINGTON LETTER will keep you informed — often ahead cf the news — on 
events and trends touching on political and international affairs, in addition to those of economic 
import. This is a valuable “behind-the-scenes feature that unearths trends of thought among govern- 
ment leaders that may become actions tomorrow. It is all the more valuable these days owing to 
the rapid and important shifts which take place in international and domestic affairs. 

All in all, THE MAGAZINE OF WALL STREET gives complete and effective service on all 
matters pertaining to business and investment trends. In the year ahead, which will be replete 
with complex developments of the greatest magnitude, we stand ready to serve you with the utmost 
fidelity — for your particular benefit and for your protection. This is a task in which we take great 
pride, being fully aware of the prime importance of providing practical aid and guidance to busi- 
ness men and investors and of the responsibility to which it is attached. 
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Ned H. Dearborn (left), president of the National Safety Council, presenting Award of Honor to Cleo "4 Craig, president of the American Telephone and Telegraph Co. 
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Bewt TELEPHONE COMPANIES RECEIVE 


HIGHEST AWARD OF NATIONAL SAFETY COUNCIL 


Bell telephone men and women are proud of the Award 
of Honor presented to them recently by the National 
Safety Council. The award was in recognition of an 


outstanding record for two years. 


It is no accident that the communications industry 
leads in safety. Telephone equipment and buildings 
are designed for safety. And on the wall of every Bell 
telephone building are these words —‘“‘No job is so 


important and no service is so urgent that we cannot 
take time to perform our work safely.” 

The lineman on the pole, the driver on the highway, 
the operator at the switchboard, the men and women in 
the business offices — all have tried hard to live up to 
this safety creed. 

We're grateful for this award and we're going to 


keep on trying to make the record even better. 


BELL TELEPHONE SYSTEM 
“A Good Place to Work” 
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The Trend of Events 


THE 83d CONGRESS AND THE NEW ADMINISTRATION 
... With the brand-new 83d Congress convened, 
preparations are being completed for its organiza- 
tion over the next two years at the expiration of 
which its term expires. As we go to press, com- 
mittees are being selected on a basis that should 
have a profound effect on coming legislation. There- 
for, their composition is of great interest and sig- 
nificance. 

With Republicans in control of both houses, it 
is axiomatic that the Chairmen of the various com- 
mittees, especially the important ones, should be 
selected from that party. With this background, it 
is expected that future legislation will be steered 
by men actuated by economic rather than political 
motives. It is therefore not difficult to discern the 
future pattern of legislation dealing with the vital 
problems of defense expenditures, taxes and controls. 
Emphasis will undoubtedly be on securing the max- 
imum efficiency and economy on all levels of govern- 
ment, with expenditures strictly tailored to actual 
needs. This business-like approach in itself will 
mark a great change from previous Administrations 
whose favorite motto was “spend and elect’’. 


which General Eisenhower has appointed. These 
men are realists, with years of experience behind 
them in fulfilling the responsibility of directing 
wide-spread business enterprises. Being thoroughly 
accustomed to handling financial problems on a very 
large scale, they find themselves on familiar terrain 
in their new posts. For this reason, we confidently 
expect, despite the complexity of existing national 
problems, inherited from a confused Administration, 
that practical solutions will be found in time. We 
may be sure that the new leaders will not improvise, 
but rather carefully and systematically lay a strong 
foundation for the structure about to be built. It 
is for this reason that confidence is so wide-spread 
among businessmen and investors in the competence 
of the coming Eisenhower administration. 


STALIN OFFERS MORE BAIT... It is difficult to say 
whether the proper attitude towards Stalin’s recent 
“offer” to confer with Gen. Eisenhower should be 
one of boredom or outright scepticism. We have 
had bitter experience with other Stalin “peace” 
feelers, all of which, upon examination, proved 
loaded with booby traps. There is no reason to 
believe that the present offer 





In attempting to accomplish 
its ultimate objectives, the 
new Congress is setting for 
itself a task of great mag- 
nitude, calling for the utmost 
sobriety in planning and self- 
discipline in action. Fortun- 
ately, those leaders who have 
the job of shaping the new 
legislation in prospect will 
have strong allies among 
members of the new Cabinet 





We recummend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


is any more innocuous. 
Although Gen. Eisenhower 
and Mr. Dulles, the next 
Secretary of State, responded 
politely to the invitation, ac- 
cording to normal diplomatic 
usage, it is hardly likely that 
they were taken in by the 
Russian leader’s — blandish- 
ments. They know quite well 
that Stalin has two basic 


This 
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purposes in desiring a meeting. One is to throw the 
Western powers into confusion and thus sow dis- 
unity; the other is to get the next Administration 
to soften its attitude towards Moscow and thereby 
gain more time in which to effectuate the Red 
imperialist expansionist plans. That he is hardly 
likely to gain either end from the tough and skillful 
Ike—one of the few truly resourceful negotiators of 
our times—goes without saying. 


DIVIDEND PROSPECTS FOR 1953... In the year just 
closed, it is estimated that the ratio of dividend 
payments to earnings was in the neighborhood of 
62%, which normally would be considered a fairly 
conservative rate. However, the need for large work- 
ing capital remains acute, not merely because the 
cost of doing business is the greatest in history but 
because the cost of financing is likely to increase. 
Under these circumstances, prudent management 
dictates that sufficient reserves be kept on hand in 
order to provide at least in part for future financing 
as well as current needs. 

The average shareholder, of course, has different 
objectives in mind as he is necessarily concerned 
with securing as large dividends as possible under 
the nressure of high taxes and living costs. This is 
particularly true of the smaller shareholders. 

It is probable, however, that the needs and desires 
of individual stockholders will play a smaller part 
in shaping this year’s dividend policies than the 
actual requirements of the corporations themselves. 
Since these will be governed by the tighter money 
market likely to prevail and the need to provide 
adequate funds with which to meet growing com- 
petition, the prospect is that the ratio of dividends 
to earnings will not change materially from that of 
last year. On the other hand, the plentiful indications 
that business will remain good for a considerable 
period and earnings, therefor, satisfactory, should 
at least support the present level of payments, and 
in individual cases, of course, even higher rates. 
Considering the fact that during last summer some 
doubt was being raised as to whether then existing 
dividend rates could be maintained in full view of 
the uncertain prospects for business at that time, 
the present dividend outlook can be considered quite 
satisfactory, under the conditions. This is quite an 
improvement in itself. 


BASIC FACTORS IN THE PRICE TREND... Recent trends 
in commodity prices offer an interesting comparison 
with consumers’ prices. The former are approxim- 
ately 20% off from the corresponding periods of 
1951, whereas consumers’ prices are about 2% 
higher. World commodity prices, which have been 
sagging for a considerable period and which, there- 
for, have necessarily had a sympathetic effect on 
the domestic level in primary markets have as yet 
not exercised a visible effect on over-all U.S. retail 
prices. 

There is usually a lag between established trends 
in primary and wholesale prices and consumers’ 
prices varying from a few months to a year or more. 
Hence, it is not impossible that the present spread 
between primary and retail prices will narrow. 
This view is supported by indications of a steady 
increase in the manufacture of consumer goods as 
the civilian area of production broadens with partial 


or complete relinquishment of federal controls of 
various sorts. In this connection, the now almost 
complete ending of scarcities in important materials 
is laying the groundwork for further expansion in 
the output of civilian goods, so that even though 
military production is still consuming a fair-sized 
proportion of the national product, we are, in fact, 
slowly but surely reverting to a more normal type 
of economy, or at least as normal as is possible in 
these uncertain times. 

With this prospect in view, it is likely that com- 
petition among manufacturers of consumers’ goods 
will increase as the former impediments to full pro- 
duction are gradually removed. This would auto- 
matically have an effect on retail prices, as is always 
the case under heavy competition. This should not 
necessarily imply a shrinkage in the profit margin, 
since there are now three factors emerging which 
will tend to offset the prospective lower retail price 
level. The first of these is that costs of primary 
materials are no longer rising, in fact some of them 
are considerably lower, so that manufacturers should 
be able to reduce their operating costs accordingly. 
The second is the intensified drive to achieve greater 
efficiency in production and sales with its resultant 
effect on costs. The third has not materialized as 
yet but is viewed as a likely prospect; that is to say, 
there are hopes for elimination of the excess-profits 
tax next June and there is a further possibility of 
a cut in the corporate profit tax within a year. These 
combined factors should be effective in maintaining 
reasonable profit margins. 

From the broader standpoint, there is little doubt 
that even a modest reduction in the retail price level 
would have a favorable effect on consumption and 
tend to maintain present high employment. In this 
connection, the recent 9% reduction in prices by the 
leading mail-order house is quite significant as 
indicating what seems the commencement of a defin- 
ite trend. It need not be said that while the over-all 
economic benefits of this trend may be considerable, 
the results will depend, so far as the individual 
corporation is concerned, on the degree of efficiency 
with which the problems arising out of heightened 
competition are met. The less efficiently managed 
companies may find a declining trend in consumers’ 
prices a source of mounting difficulties. 


LIFE INSURANCE CASH FLOW FOR INVESTMENT... 
Life insurance sales in 1952 reached a new high of 
approximately $33 billion, about 12% higher than 
in 1951 and 7% above 1950. Total life insurance 
now in force in this country is $275 billion, held by 
88 million policyholders. This mammoth sum is 
generating an annual cash flow for life insurance 
companies estimated at about $7 billion available 
for investment, and it is anticipated that this sum 
will be materially increased in the next few years. 

The significance of these figures to the investment 
markets is indicated by the fact that life insurance 
holdings of securities increased by not less than 
$3.6 billion during the year, the rest being ear- 
marked for traditional investments in real estate 
mortgages and government issues. Corporate secur- 
ities held by these great institutions now amount to 
slightly under $30 billion, a figure illustrating the 
enormous potentialities of life insurance investments 
to the securities markets as a whole. 
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As 9 Soo Jt! 


By JOHN CORDELLI 


WHAT DOES CHURCHILL’S VISIT MEAN? 


- this vear Mr. Churchill has chosen the 
Caribbean for his winter holiday. Diplomat to the 
fingertips that he is, Mr. Churchill knows the value 
of informal, personal contact. He had been but a 
few months the chief of the British government 
when, just about a year ago, his quest for winter 
sunshine also took him to Washington. Whatever 
the outcome of the de- 
liberations with Mr. 
Truman, Mr. Churchill 
disappointed those who 


“LONDON FOG” 


drive for the security of Western Europe. While 
Washington was busy at home, Mr. Churchill was 
hard at work reasserting Britain’s leadership in the 
Mediterranean and the Near East. He has been 
pushing his views on the tempo of the defense prepa- 
rations and, we hope, with greater foresight than 
was shown by Britain in the case of China. 

For some time now, 
London has been con- 
tending that the danger 





freely predicted that he 
was here to ask for an- 
other loan or for a 
waiver of the payment 
due on the 1946 Ameri- 
can loan. On the con- 
trary, Mr. Churchill, 
full of hope for Brit- 
ain’s future surprised 
everyone by asserting 
that no one was “going 
to keep the British lion 
as a pet” while he was 
the Prime Minister. 

Again this year much 
is being read into Mr. 
Churchill’s visit here. 
The London Conference 
of Commonwealth 
Prime Ministers has 
uncovered the mistaken 
policies in respect to re- 
floating of the pound 
sterling, and pound convertibility seems to be still 
relegated to the dim future unless we help. The usual 
warnings to economy-minded congressmen have 
cropped up, advising them to “keep their wallets out 
of reach” while listening to Winston’s matchless 
oratory. But Mr. Churchill is too astute a politician 
to do the expected and to ask for more funds at this 
point. We are of the opinion that the Prime Minister 
is simply visiting here to get a first hand impression 
of the direction the wind is likely to blow in Wash- 
ington during the next four years and to talk over 
matters of mutual concern. 

There is nothing more essential than for the 
senior partner and the junior partner of the Atlantic 
community, the two leading crusaders for human 
rights, to get together and consult on each other’s 
views. It is especially important because of the 
avowed policy of the Kremlin to drive a wedge be- 
tween Washington and London. Too, a get-together 
is vital in view of the serious cracks that have ap- 
peared in NATO organization and policies during 
the past few months, while Washington, preoccupied 
with the presidential elections, was relaxing its 
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Barrow in The Omaha World-Herald 


of a Russian invasion of 
Western Europe is over 
and that, in view of 
this, “European defense 
preparations have ad- 
vanced far enough” for 
the time being and that 
“further defense efforts 
can be stretched out to 
avoid economic hard- 
ship”, particularly dur- 
ing the present period 
of dollar shortage. 
These views of White- 
hall and of other Euro- 
pean capitals resulted 
last month in the 
NATO Council’s “vir- 
tual scrapping of the 
Lisbon Defense Plan’. 
The 1953 NATO budget 
was halved, with the re- 
sult that the prospect of 
a European army com- 
posed of some 96 divisions and 9,000 aircraft has 
been postponed beyond 1954. There will be only half 
as many bases available as General Ridgeway 
planned. 

Can the views of the two principal partners in 
the defense of the free world be reconciled before 
irreparable damage to the NATO is done? No one 
knows more about the needs of the NATO than 
General Eisenhower ... Although Whitehall claims 
a greater knowledge of international problems than 
the White House, it has been proven naive and in 
error in its assumption that Red China could be 
weaned away from the Kremlin and won over to 
Titoism in return for the recognition of its govern 
ment. It would be a disaster if London also miscal- 
culated Russia’s intentions in Western Europe. 

But there are other differences than the senior 
partner and the junior partner need to iron out, and 
the Eisenhower-Churchill informal talks should be 
an opportunity for a fresh approach to them. Unless 
the United States and Britain see eye to eye, for 
example, on the Iranian oil affair, it may be too late 
and the collapse of the (Please turn to page 442) 
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New Selective Pattern for 1953 Market 


e averages start the new year with tentative 


Having set new highs in late December, th 
signs of at least minor fatigue. While “Ei 


senhower confidence” may carry them still 


higher, allowance should be made for the normal corrective phase. Full-year potentials 


hinge largely on coming Federal policy deci 
opments. 


sions, and second-half business-trend devel- 


By A. T. MILLER 


fe stock market ended 1952 and entered 1953 
on a cheerful note. To the extent that there is a gen- 
eral trend in this “market of stocks’, the rise was 
extended over the last fortnight. The Dow industrial 
average reached a new high of 292.00 on December 
30, highest level since April, 1930. Utilities set a 
new high at the same time, at their best level since 
1931. The rail average recorded its year-end high, 
also at the best mark since 1931, on December 22, 
and moved sidewise during most of 1952’s final week. 
All three averages were showing some indications of 
minor fatigue in the last trading session of the old 
year and the first of the new year, with hesitation 
continuing up to our January 5 press deadline. 

The advance from the October low has now run 


for a little over ten weeks, the bulk of it scored since 
the election. It has footed up to roughly 11% for the 
industrial average, 16% for rails and nearly 8% for 
the normally sluggish utility average. It ranks among 
the largest of the intermediate swings of recent 
years. Measured from the prior highs of last sum- 
mer, it has so far extended the bull market by about 
4.3% in the case of the industrial average, 7.2% 
for the rail average. 


An Investment ‘‘Stampede” 


In terms of price movement the performance has 
been something of an investment stampede, although 
not an unrestrained one, spurred by election-gen- 

erated confidence and a general raising 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 


of sights on 1953 business prospects. A 
good deal of long idle money has been 
put into stocks. Yet the market has re- 
mained orderly, selective and largely in- 


EET — 1909 
vestment-based. There is some specula- 
300 tion, of course, mainly in rails and a 
small minority of special-situation indus- 
280 trials; but it appears mostly of the so- 


phisticated, discriminating type. Signifi- 
cant speculative excess is not evident. 
There is no “stampede” in trading activ- 
ity. December turnover was the largest 


260 


a4o of the year, and the largest of any month 
since October, 1951, but the latter is a 
£20 fairly low standard of comparison. Even 
two-million-share days remain unusual; 
200 and the turnover, figured as percentage 


of total listed shares, remains decidedly 
modest by older standards of comparison. 























260 ee 
SO 





SCALE AT RiGur 


240 


.W.S. 100 HIGH PRICED STOCKS 


” More stocks than formerly have been, 
and are being, bought more or less “for 
keeps’. This reflects a considerably big- 

— ger, and fairly steady, institutional 

130 demand than existed in older years, a 


material increase in the investment popu- 
larity of better-grade stocks with the 


oad general public, the lessened appeal to the 
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an general public of speculation in the sense 
of “betting on the market’’. 

It is possible, if not probable, that any 
material extension of the upward trend 
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in 1953 will see demand spreading down- 
ward to at least fair-grade secondary 
stocks, as advanced prices make the Big- 
Name leaders less and less attractive. 
And it is possible, although more doubt- 
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ful, that the wave of confid- 
ence will continue long 


TREND INDICATORS 








enough finally to generate 
a revival of less discrimi-| *'° 
nating speculation, as re-| 2eo 
flected especially in the be- 
havior of low-priced stocks, | '9° 
making the market thereby 
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180 
more vulnerable and _ per- 
haps seriously so. But all of} 27° 
this is conjectural. The fact 
is that, up to now, the most | **° 
speculative phase of this ‘se 
bull market — suggestive of 
possible “blow-off” tenden- _ 
cies at the time — was seen 
as far back as late 1950 iat 


and early 1951. That was 
when trading volume was 
higher than at any subse-| *° 
quent time, when the best 
relative action of specula- 
tive low-priced stocks was 
seen, When the greatest 
number of stock groups 
were participating in the 
advance, and when this bull} 1 
market was at its least se- 
lective stage to date. 
Despite its increase in 
December, total 1952 stock 
trading volume was the 
lowest since 1949. As a per- 
centage of total listed 
shares, the final reckoning 
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no doubt will show it to 
have been the lowest on rec- 
ord. In addition to the reasons for mode 
activity heretofore cited, a strong assist must be 
credited to the 26% tax on long-term capital gains. 
It tends to freeze profitable investment positions on 
common stocks in innumerable instances. 

Even with the relatively sharp October-December 
rise—thanks mainly to the election—the Dow indus- 
trial average had a 1952 range, from low to high, of 
only 13.9%, the narrowest in a good many years. 
Without this election-spurred rise, and figured to 
the highs of last August, it would have been less 
than 10% and probably the narrowest range on 
record. The 13.9% range for 1952 compares with 
15.6°° in 1951, 19.6“ in 1950 and 24.1% in 1949. 
This mainly reflects the decreasing “percentage” 
that always tends to confront the seeker of capital 
gains as a bull market ages The final phases have 
generally been most spectacular only in terms of 
activity and price movement measured in average 
points. But the real pay-off is always to be measured 
in percentage; and percentage potentials are usually 
greatest in early phases of bull markets. 

What about 1953? It seems reasonable to figure 
that the upside potential, measured as range from 
high to low, probably is somewhat less than that of 
1952; and that potential extension of the recent 
high in the industrial average during the first half 
of 1953 probably does not exceed 10°% and may be 
a good deal less. Opinions even on first-half possibili- 
ties, however, will have to be checked in the light of 
developments, especially in the field of Government 
policy making. 


rate trading 
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Public opinion has been pressing for at least a 
planned effort to break the stalemate in the Korean 


war. It can hardly be avoided. What lines will it 
take? What would activation of the war —on our 
initiative or that of the Communists — mean to the 
defense program? Assuming a more positive strategy 
on our part, would it threaten to develop into a 
global showdown? How can Eisenhower resolve the 
dilemma posed by domestic pressure to retrench — 
at least on most everything except prosecution of 
the Korean war — and pressure from abroad to en- 
large aid to our allies, including considerably greater 
help for France in the Indo-Chinese conflict? Will 
the excess profits tax be permitted to expire next 
June 30, as now seems likely? In view of Republican 
commitments to balance the budget, can personal 
income tax rates be cut even moderately before the 
end of 1953? 


Some Imponderables 


These are some of the imponderables affecting the 
possible medium-term course of the market, and 
making it a matter of conjecture where stock prices 
may be by the end of 1953. However, it is possible 
to feel certain that “Eisenhower confidence” is well 
along in the honeymoon stage now. This is not to 
argue that its long-run potential has been exhausted. 
For all that anyone can now say, the maximum 
potential might be reached on a new cycle of ad- 
vance, following a minor bear market and demon- 
stration of the strength of the economy under test 
of deflationary adjustment centering in probable 
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coming shrinkage of the key “hard goods” activity. 
Working for the latter will be shrinkage in defense 
spending, unless Korean or other foreign develop- 
ments change the picture significantly, shrinkage in 
outlays for new plant and equipment, and shrinkage 
in residential construction. 

There are a variety of cushions and offsets, which 


need not be discussed here; but perpetually rising 
economic activity, without cyclical interruptions, is 
out of the question. That being so, the only questions 
are: “When will cyclical adjustment begin? And 
how serious will it be? There can never be any cer- 
tainty about the answers to such questions, but the 
consensus of well-qualified forecasters is that it 
could begin in the second half of 1953 and prob- 
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ably will begin not later than the first half of 
1954. The consensus also is that it figures to be 
a moderate adjustment, compared with 1929-32 
or 1937-1938; and that it might not lower in- 
dustrial production and commodity prices a 
great deal more than did the 1949 slump, which 
many investors have already forgotten. 


Test To Come 


Seasonal factors alone are not enough to 
carry an advance beyond the early days of 
January. Indeed, in the present instance there 
could be some early-January selling, at least 
partly offsetting reinvestment demand, by 
holders who figure there is some possibility of 
a cut in income taxes or the capital gains tax 
or both in 1953, against none in 1952. No mat- 
ter how confident investors may be on the 
“Eisenhower deal”, interest must soon turn 
from general promises, hopes and expectations 
to concrete proposals, policies and actions. The 
market rise has been substantial and fairly 
rapid. This necessarily means it has already 
materially discounted the favorable first-half 
business outlook, on which there is such em- 
phatic unanimity of opinion. It may, of course, 
go further; but the chances are that in some 
nearby month of winter or early spring stocks 
can be bought at prices well under the January 
highs. 

So far as the internal position of the market 
is concerned, there is no major vulnerability. 
There is no important margin position. Al- 
though now well above the lowest of recent 
years, price-earnings ratios are still fairly mod- 
erate compared with those at all past turns 
from bull to bear markets. The same applies to 
dividend yields, even though the average of 
around 5.5% is “loaded” by high yields of spec- 
ulative and secondary stocks; with yields of 
investment-grade and popular growth stocks 
much nearer the low levels at past major mar- 
ket highs. If the industrial average were ad- 
justed to the 52-cent dollar, of course, it would 
now stand nowhere near the “best level since 
early 1930.” 

There is a good deal to be said for holding 
sound stocks on which there are good profits 
and satisfactory yields, and on which the odds 
are against nearby decline sufficient to justify 
attempting a turn-around, figuring the 26% tax 
liability. There is a good deal to be said for 
putting moderate amounts of accumulating sav- 
ings into good stocks on a systematic dollar- 
averaging basis, without any adjustment of the 
present market level or nearby possibilities. 
There is little to be said for getting too bullish, 
as “the Dow” approaches 300, in formulating 
policy as between cash reserves and total stock 
holdings. (Please turn to page 442) 








THE MAGAZINE OF WALL STREET 


3 
f 








OD 1 mt TR MVS 


'. or 


ae eH 1 IV OO FR 


TT ae ee Oe ae ae ds eo a a Oe ae 


\w 


| re ee 4 We 


\v om 


' a. "'o = == a ee 


— Pa. | 








Your 


TAX BILL... 
$79 Billion 


By JAMES T. ROBERTS 


Cora shivers went down the backs of New Yorkers when they learned 
that their not too-much loved mayor was planning an income tax on the un- 
happy residents of that metropolis. 

This feeling of apprehension is quite understandable in view of the welter of 
taxes under which New York State inhabitants are already struggling. Let it be 
said here that these tax worries are by no means isolated to those who live in 
the Empire State. All over the nation, taxes are mounting, often triplicated, 
let alone duplicated, with over-lapping a growing chronic feature. 

With Federal income taxes already at prohibitive levels, it is of deep concern 
that state and local taxes should be mounting at an ever steeper rate. In 1952, 
the total tax “bite” amounted to the stupendous sum of $79 billion. 

This highlights a situation which has been steadily getting out of hand. With 
federal, state and local governments ‘ompeting for the citizens’ tax-dollar to an 
ever-increasing degree, a problem of the first magnitude faces the nation, and 
it must be solved, lest a genuine crisis is produced in the finances of these three 
divisions of government. Nor is it a problem for government alone. The impact 
on business is mounting with ever greater force, so that ultimately the economic 
structure of the nation may be undermined unless a radical halt is put to the 
current wasteful, extravagant and competitive methods in vogue of extracting 
taxes. 

Taxes have burgeoned out into many directions. Individuals now not only pay 
income taxes to federal, state and local authorities but a host of others, includ- 
excise, property, water, school and many others. Total taxes now take almost 
25% of the national income, a prohibitive sum. 

Furthermore, the cost of tax collection, in many cases, is out of proportion to 
the sums received. The average citizen does not realize that he frequently does 
not get his money’s worth and that expenditures, coming out of his pocket, are 
often for direct political rather than economic purposes. 

In view of the growing competition for the consumer dollar tax-wise, Presi- 
dent-elect Dwight D. Eisenhower and his advisers might do well to first take 
a hard look at the subject of overlapping taxes, before they tackle the problem of 
cutting them or eliminating some taxes. 

The groundwork for reforms in taxation at the federal, state and local levels 
was done by the Hoover Commission three years ago, but nothing has been 
done to date to attain reforms suggested at the time. 

At present 31 states have individual income taxes which citizens have to pay 
on top of the federal levy which greets the worker on March 15 of each year. 

But the extent of the overlapping is not confined to personal income taxes 
alone. Virtually every luxury and some necessities are taxed, but the levy is 
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MANY TAXES ARE OVERLAPPING 


State and local tax officials complain that the Federal 
government, little by little, has moved in on nearly all 
their major fields of revenue. This chart shows the taxes 
paid on $7,500 income by man with wife and two children. 
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“hidden” in the form of manufacturers’ excises, ete. 

Thirty-two states exact a corporate tax, while 47 
states have a death and gift tax. A tobacco tax 1s 
imposed by 31 states, while all 48 states tax gasoline, 
and the same goes for the bottle of whiskey which 
you buy. A general sales tax is collected by 23 states, 
while 29 take a bite on amusement admissions and 
six stock transfers. 

The race for the tax dollar has become keen in the 
last twenty years. For example, in 1982 state local 
tax revenues were $7.2 billion, as compared with $2 
billion for the federal government. In 1934 the fed- 
eral government collected 62.8 percent of the taxes 
and the states 37.2 percent. 

Twelve years later we find the federal government 
taking 91.2 percent of the taxable dollar and the 
states only 8.8 percent. In 1952, the federal take of 
the tax dollar was 75.6 percent. 

The most significant development in the field of tax 
overlapping is the fact that both the federal and 
state and local governments are taxing the same 
sources—personal income, tobacco, gasoline, liquor, 
admissions and stock transfers. 





TAXES ARE AT AN ALL-TIME HIGH 


As spending has increased, government planners have raised 
tax rates and reached out for new sources of revenue. Tax 
receipts now total a record $79 billion, about a quarter of 
our national income. Chart shows rise in per capita taxes. 
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A case in point is the distilled spirits industry 
which has borne the brunt of overlapping taxation. 
In 1933, a gallon of bonded whiskey was taxed at 
the federal and state levels at the rate of $1.76. With 
repeal in 1934, the rate jumped to $2.67 per gallon. 

In the ensuing years there were modest increases 
in the gallonage excise, but with the outbreak of the 
war the combined federal and state taxes jumped to 
$7.03 in 1942 and it is now $12.04 per gallon. 

In other words, the man who buys a quart of 
whiskey pays over $3.00 in federal and state taxes. 
The distilled spirits industry has already paid the 
federal, state and local governments almost $24 bil- 
lion in taxes since repeal. 

The liquor industry also offers an example where- 
by incessant taxation has resulted in lower revenues 
to the taxing bodies. 

In the calendar year 1952, federal excise tax col- 
lections on liquor were down 2.8 percent, while gal- 
lonage sales in the first ten months were off 11.9 per- 
cent. 

A corollary development is an increase in boot- 
legging as is attested by the monthly figures of 
the Treasury Department showing still seizures. As 
a result the Bureau of Internal Revenue has had to 
increase its enforcement staff to cope with illegal 
distilling. 

Treasury Department as well as industry sources 
admit that illegal distilling is on the increase. As a 
matter of fact warnings of the effect of higher gal- 
lonage taxes were given to the House Ways and 
ee when it was considering the 1951 
tax bill. 


Other Cases of Overlapping 


Another example of overlapping in the tax field is 
the case of a package of cigarettes. A package of 
twenty cigarettes in New York City is subject to an 
8-cent Federal excise, a 3-cent state tax and a 1-cent 
city tax. This has become an increasing burden to 
the industry and is one of the main reasons for the 
failure of profits to be commensurate with the vol- 
ume of business. 

A gallon of gasoline is subject to federal tax of 2 
cents, a state tax of 4 cents and a city sales tax 
amounting to one cent. 

Originally, taxes on gasoline were imposed by 
state and local legislatures for the sole purpose of 
financing road building programs. However, in re- 
cent years the tendency has been to ignore this con- 
cept and to use revenues to finance other develop- 
ments. Ample evidence of this is the flotation of high- 
way improvement bond issues. Obviously the petro- 
leum industry is deeply involved in the duplicated 
taxes and would like to see a solution. 


Growth of Personal Taxes 


Personal income taxes by states became an inno- 
vation shortly after the war since the federal govern- 
ment began demanding more and more of the tax 
dollar to finance the armed forces. 

“Through much of our history the provisions of 
the National Constitution did not greatly restrict the 
choice of revenue sources,” the Hoover Commissiun 
pointed out in its study of Federal-State Relations. 

“Prior to 1918 the National Government relied 
largely upon customs duties, a source denied to the 
states and the states derived their revenue chiefly 
from the general property tax from which the Na- 
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tional Government had been excluded. 
“When the twentieth century brought Overlapping Federal, State, and Local Taxes 
enlarged revenue needs, and both levels (Millions) 
of government began to reach out be- 
yond their traditional sources, overlap- Bc : -~ i Local 
} j , . 7 Governmen overnments overnments 
ping and conflicts between the tax sys a oe” ee 
tems began to appear. Type of Tax 1952 1952 1951 
“By 1918 the National Government 
was deriving most of its tax revenue Total Tax $63,293 $11,261 $8,626 
from individual and corporation income Individual Income Taxes 30,949 - . 
taxes. The tobacco tax and customs were a yogi = Excess Profits Taxes oe pe Pi 
: : A 
other major sources, but various stamp Sremeety Telia 370 7,580 
taxes, liquor taxes, manufacturers ex- License and Privilege Taxes 20 1,475 410 | 
cises on a limited range of goods, and Motor Vehicles & Operators License Taxes 924 
taxes on admissions were also em- Alcoholic Beverage License & Privilege Taxes 20 77 
loved.” Cther License and Privilege Taxes 474 
aes Seer - Total Sales, Use, and Gross Receipts Taxes 8,909 5,730 551 
The division of revenue sources vir- Alcoholic Beverages Sales Taxes 2,493 442 
tually remained on a par between the Tobacco Taxes 1,563 449 
federal government and state and local — —_ Use, - Gross See ny sa 2,229 
bodies until the Second World War. Im- len nls Alt glade 
nate ° : reparations and Luggage) 475 
position of personal income taxes by Manufacturers’ Excise Taxes 2,348 1,871 
states then became a necessity since in- Gasoline Taxes 713 1,871 
flation and increased costs of govern- Lubricating Oil Taxes 95 
ment necessitated new sources of rev- ‘Gter Senatenanees’ Exiee Tose bipches - 
, > at the state-local government level Miscellaneous Excise Taxes 2,029 
enue a € state- g ae Admissions (to Theaters, Concerts, Cabarets, 
One by one the states then began im- etc.) Taxes 376 14 
posing personal income taxes on top of Other Miscellaneous Excise Taxes 1,653 
federal personal income taxes. The list rie Siem Use, + Gross Receipts Taxes ee = : 
“atatec hac , y - ‘ r ocial Insurances Taxes i 
of states has grown to more than 30 and annie tine pin 1423 ; 
Pennsylvania is now considering adop- lines Catinemeiiel Centon 620 
tion of this tax device. Railroad Unemployment Insurance Taxes 26 
Individual income taxes are now im- oo ; 533 a 
posed by Alabama, Arizona, Arkansas, FSSEMAMOCES TONGS 
California, Colorado, Delaware, Geor- Source: Department of Commerce, Department of Labor, and Treasury Department. 
gia, Idaho, Iowa, Kansas, Kentucky, Conngiiad tee tees Ceamibiiinn, des 
Louisiana, Maryland, Massachusetts, 























Minnesota, Mississippi, Missouri, Mon- 
tana, New Hampshire, New Mexico, 
New York, North Carolina, North Dakota, Okla- 
homa, Oregon, South Carolina, South Dakota, Ten- 
nessee, Utah, Vermont, Virginia, West Virginia and 
Wisconsin. 

Nevada seems to be a haven for those who wish to 
escape burdensome taxation. The state enjoys some- 
what of a record in that it does not have a personal 
income tax, a corporate tax, death and gift taxes, 
tobacco taxes, admissions or stock transfer levies. 

The answer is that the state finances this virtually 
tax-free haven from gambling concessions. 

New York, which enjoys the world’s financial 
supremacy has gone about punishing the source of 
its revenue. For example, it takes more than $26,- 
000,000 by taxing stock transfers. Other states who 
have this dubious honor are Florida, Massachusetts, 
Pennsylvania, South Carolina, and Texas. 

It is ironic that New York, Pennsylvania and 
Massachusetts, usually identified as sources of invest- 
ment funds, should try to drive capital away. 


Revision of Tax Structure Needed 


“Overlapping of taxes reflects a natural tendency 
for each government to exploit the revenue sources 
vielding the greatest returns with fewest administra- 
tion complications and opportunities for evasion,” 
the Hoover Commission said. “This may result in 
undue concentration of tax charges upon a relatively 
narrow range of economic activity with ‘unneutral’ 
consequences upon the whole pattern of investment 
and employment.” 
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This hodge podge tax structure needs revision to 
protect not only the taxpayer, but also the federal 
government and the state-local governments which 
are now in fierce competition for revenues to the 
detriment of all concerned. 

The only way out of this dilemma is to co-ordinate 
the taxation policies of the federal government and 
those at the state-local level. 

The Hoover Commission pointed out that many 
states are now compelled to seek additional revenues 
for themselves or their subdivisions. To attain co- 
ordination of taxing policies, all governing bodies 
involved should avoid undue accumulation of the 
burden upon particular bases of taxes. 


How Improvement Can Be Effected 


Some work in this direction is being done by a 
special group of the Conference of Governors, headed 
by Alfred E. Drisco!l, Governor of New Jersey. The 
Driscoll committee has been working with a sub- 
committee of the House Ways and Means Committee 
and the Treasury Department to attain coordination. 
The Committee for Economic Development has sug- 
gested somewhat the same approach. 

The Hoover Commission did outline which taxes 
are best for each level of government, though neces- 
sarily general, in general, provides some pointers 
toward desirable adjustment of the existing hodge- 
podge tax structure. 

It made these suggestions: 

1. Heavier State use (Please turn to page 422) 
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for 1953? 


Part I — By GEORGE W. MATHIS 


pf 2 year just ended was marked by a 
somewhat retrogressive movement in the first three- 
quarters, insofar as profit margins were concerned, 
though the total volume of business remained high. 
The fourth quarter, however, registered some im- 
provement. Two factors, principally, accounted for 
the earlier moderate drop in profits, which amounted 
to about 9% for the first nine months of the year 
for all corporations. The first was higher production 
costs, noteably wages, and the second, high taxes 
which also did their share in reducing the net margin 
of profit. 

The situation, as stated, changed in the fourth 
quarter, with all effects of the steel strike having 
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Which Industries 
Offer Best Prospects 


Considerable improvement is ahead 
for business in the next few months. 
This article describes in detail which 
industries are likely to fare best and 
which poorest during this period. 


been overcome, and many industries better ad- 
justed with regard to inventories. As we enter 
1953, from all indications the first quarter of 
1953 will show profits, on the average, probably 
higher than for any quarter in 1952. 

The relative stability in prices offers a firm 
foundation while consumer purchases are rising 
in accord with the increase in national income. 
This more favorable background for business, 
as a whole, should not be taken as 
proof that all industries are in an 
equally advantageous position. Cross- 
currents are numerous and a num- 
ber of industries are still struggling 
with problems left in the wake of 
the srtong inflationary upsurge 
which took place in the months di- 
rectly following the outbreak of the 
Korean war. Furthermore, there are 
signs that over-capacity has com- 
menced to appear in some industries 
which have expanded too rapidly in 
the past few years. 

Of overwhelming importance is the general policy 
to be adopted by the new Administration in Washing- 
ton on such vital problems as controls, taxes, alloca- 
tions of materials, etc. The answer to these questions 
is of paramount interest to businessmen generally as 
it must affect their policies over the longer range. 

Generally speaking, with the defense effort far 
along the road to accomplishment, increased avail- 
ability of materials for civilian production, hitherto 
comparatively limited or at least severely controlled, 
will make it possible to enlarge output for civilian 
use. 

It is generally agreed that the first quarter of 
1953 and, probably, the second quarter as well will 
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be marked by expansion of production for civilian 
use, at the same time that actual production for 
military use continues its forward momentum. On 
that basis, the first half’s profits for industries 
should be satisfactory. In this respect, the year 
in being should contrast with last year which started 
well but soon ran into difficulties in many lines, 
whereas the present year is starting well and is 
likely to continue on this basis for a considerable 
period, at least up to the end of the first half. 

Though divergent trends in different industries 
may be less marked than a year ago, they will 
probably continue a feature of the business land- 
scape. Because of the variety of operative experi- 
ence to be expected in business activity in the months 
ahead, and its impact on company profits, it is 
advisable to examine the outlook for the leading 
industries in order to reach a more specific basis of 
appraisal. For the benefit of our readers, therefor, 
we are submitting detailed industry appraisals of 
the leading groups; with Part 1 herewith, and Part 
II in the succeeding issue of the Magazine. 

STEEL INDUSTRY—Despite a 30-million ton 
rise in steel-making capacity in this country since 
Pearl Harbor Day, all the steel that can be produced 
is being sold, with demand holding up unexpectedly 
well. New facilities are still being added and it is 
expected by the middle of 1953, capacity will be 
close to 120 million tons. A remarkable occurrence 
was the unusually rapid recovery in production 
after the end of the 54-day strike at midyear. Steel 
furnaces are now operating at 106.6% of theoretical 
capacity, as against 102.6% last year when capacity 
was less. It must be remarked that part of the cur- 
rent gain in production is due to the fact that the 
industry must make up approximately 19 million 
tons of production lost during the strike. 

Approximately the same relative tightness in 
operating schedules is expected during the first 
quarter of 1953 but supply and demand for most 
products are likely to come into better 


complex industry has been affected during 1952 by 
needed adjustments to the exceedingly rapid tempo of 
its growth since the end of World War lI. Many im- 
portant developments in the past year occurred. 
Principal among them was the easing of the number 
of chemicals in short supply. A considerable per- 
centage of such products have been removed from 
the Defense Production Administration’s list of 
restricted materials. Among them are: caustic soda, 
phenol, phosphorus, naval stores, soda ash and acetic 
acid. As a matter of fact, few chemicals are now 
considered in short supply 

Among specific developments of importance were 
the Union Carbide coal hydrogenation process which 
has great potentialities for chemical extraction from 
coal. Of importance also is the Hercules Powder 
process of air oxidation of aromatic chemicals which 
has many ramifications. Among broader develop- 
ments, the growth of petrochemicals is of the great- 
est significance. This industry is now doubling at 
the rate of every five years. Some very new technical 
advances have taken place in this branch of the 
industry. 

The field of medicinal chemistry was marked by 
some advances and some disappointments. Produc- 
tion of anti-biotics received an underservedly bad 
name on the publication of some unfortunate ex- 
perience cases. However, the fundamental import- 
ance of this branch is so well-established that no fear 
need be entertained concerning its long-range ap- 
plication to the solution of many bodily ills. Of 
greater practical meaning to investors was the indi- 
cation that production capacity had for the time 
being reached a point of comparative saturation. 
As a result, price weakness in many products de- 
veloped and sales of the leading companies were 
affected. 

Speaking generally, the inventory position of the 
chemical companies is now in better balance and the 
current increase in industrial activity is having a 





balance in the second quarter. After that 
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period, it is likely that there will be an 
increase in competition for sales but there 
is no indication at this time that this will 
be severe. 

The over-all price situation remains firm 
with no indication of any change in the 
near future. On this basis, and with no 
change in wage costs, now stabilized, it is 
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PRODUCTION AND 
BUSINESS ACTIVITY 
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likely that fourth quarter 1952 profits will 
show a considerable increase over those 
of the preceding period. With all repairs 
due to the strike having been completed 
and full production resumed during the 
latter part of 1953, such prospects seem 
reasonable. 
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The same prospect is indicated for the 
first quarter 1953 and, very likely, the 
second quarter. Elimination of the excess 
profits tax, expiring next June (unless re- 
enacted), would be of particular help to 
the steel industry not only because it ac- 
counts for an exceptionately high propor- 
tion of taxes paid by the industry but, of 
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greater immediate importance, because 
the favorable outlook for the industry dur- Lee 
ing the near future would make it es- 
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pecially vulnerable to this particular tax 
during the period ahead. 
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favorable effect in stepping up some chemical opera- 
tions. The tax problem is still a deterrent to a rapid 
growth in profits. Elimination of the excess profits 
tax, however, could result beneficially to a number 
of companies. Capacity operations for the industry 
are not expected. Rather, a reasonably good level, 
affording satisfactory, though not spectacular prof- 
its. These will vary, of course, with the different 
companies. 

BUILDING CONSTRUCTION-—The general com- 
struction industries last year did a business of about 
$42 billion, a new record. A break-down of the 
various major components of the industry shows the 
following : 

1) private new residential building, about $11 
billion for 1952, with 1.1 million new homes started. 
This is against earlier expectations that there would 
only be about 1 million. For 1953, the minimum 
estimate is about 1 million. The immense capabilities 
of this branch of the industry are illustrated by its 
production record for the past six years, which has 
provided housing for 7 million families. This was 
against a background of material shortages, high 
production costs, and former credit restrictions. The 
chief immediate handicap is the high cost of con- 
struction but this has been leveling off in recent 
months. 

2) private non-residential building was slightly 
less than $11 biilion in 1952 and is expected to be 
about the same in 1953, the main difference being 
the likelihood of an increase in commercial building 
offsetting a proportionate decrease in industrial 
building. 

3) public construction (government) which was 
about $10.6 billion in 1952 should remain at the 
same or possibly slightly higher levels during the 
coming year. The bulk of this will be in educational 
construction which has been too low for many years 
and now represents a good-sized deficit compared 
with needs. Highway building will also be prominent, 
with the urgent need for more and better highways 
and is expected to attain a figure of around $3 
billion in 1953, compared with $2.7 billion in 1952. 
Other construction activities of importance that 
will be stimulated by government, or state or muni- 
cipal aid are in such projects as sewers, water and 
gas mains and utility services of various kinds. Men- 
tion should also be made of atomic power develop- 
ment, involving expenditures of about $3 billion in 
1952 and probably in excess of $3.3 billion in 1953. 

4) Repair work of all kinds which amounted to 
$10 billion last year should be somewhat higher in 
1953. 

Altogether, the prospects for the building and 
construction industries for 1953 are quite satis- 
factory. Profit margins last year were affected by 
high costs and taxes. Conditions in this respect 
varied, of course, among the individual companies, 
but with inventories in better balance and prices 
stable, the outlook is that the leaders in the field 
will continue to show satisfactory profits, well in 
excess of dividend rates for the coming: year. 

PETROLEUM INDUSTRY-—This important in- 
dustry has apparently reached its crest for the time 
being. There are many signs to indicate that pro- 
duction has caught up with consumption and, in 
fact, is exceeding it. As a result, there have been 
some cutbacks in daily crude output, thus far on a 
modest scale. Despite cyclical increases in total de- 
mand, as evidenced since the war, ranging roughly 
at 5% annually, present indications for 1953 seem 


to forecast a general gain in the neighborhood of 
only 3% to 314%. On this basis, with production 
facilities where they are, the margin of potential] 
demand increase is too small for comfort, especially 
since exports are commencing to fall behind at an 
appreciable rate. Domestic consumption, however, 
is holding up at a satisfactory level. 

A possible complication is the increase in operable 
refining capacity by 350,000 barrels daily, a rise 
of 5% over capacity figures of 7,228,500 at the end 
of 1951. Based on present plants and new facilities 
in process, another increase of 157,000 barrels daily 
is expected by the end of the third quarter of 1953. 

As a result of this situation, there has been some 
weakening of gasoline refinery prices, rather marked 
on the West Coast, and quite modest in the rest of 
the country. Crude oil costs, thus far, remain un- 
a. Lubricating oil is softening in the mid- 

est. 

Crude oil production in 1953 is expected to be 
about 4.2% higher than in 1952. Assuming con- 
tinued high military petroleum products purchases 
by the government and sustained high buying power 
by the public—a situation indicated by current trends 
—a marked change is not envisaged for the few 
months ahead. On the other hand, it is apparent 
that the supply-demand factor is not as satisfactory 
as a year ago and that potentialities exist for a 
moderate downturn in the industry, possibly at the 
end of next summer. Should output continue exces- 
sive, real cut-backs in crude output would be 
necessary. 

For the next few months, profits should continue 
on about a par with last year’s but the longer range 
outlook is entirely dependent on whether crude oil 
prices will hold. 

ELECTRICAL INDUSTRY—Many cross-currents 
were witnessed in the electrical manufacturing in- 
dustry during the past year and are likely to continue 
on over into the first quarter of 1953. The most 
steadfast gains were and are being made in the 
heavy apparatus field, whose leading customers are 
the expanding public utilities and heavy industry 
generally. On the other hand, sales of consumer 
products in the appliance and electronics branches 
have fluctuated sharply in 1952. Thus, sales for these 
items dropped off in the first half but recovered sub- 
stantially in the last half. On the other hand, there 
has been some recent faltering, which may carry over 
into the next few weeks. However, in the middle of 
winter, authorities in the industry believe, will see 
a new pick-up in these lighter divisions. 

Production of heavy equipment may be handi- 
capped somewhat owing to shortages in construction 
steel and boilers, the latter due to secondary effects 
of the steel strike. However, this remains one of the 
strongest branches of the industry. 

Various estimates on sales of specific products for 
1953 include a gain of 18% in stoves over the previous 
record of 1951; 5% in household refrigerators: no 
change in home food freezers, a 3% decline in auto- 
matic washers; a gain of 3% in incandescent lamps, 
and 10% in fluorescent lamps, and a considerable 
decline in water heaters. On this basis, it would seem 
that another prosperous year is in store for that part 
of the industry manufacturing the above products 
although actual earnings results will naturally vary 
from company to company. 

It must not be assumed that the industry is not 
taking precautions in the event expectations of a rise 
in consumption prove (Please turn to page 430) 
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PROBLEM FOR IKE 


By “VERITAS” 


DIFFERENCE in suggested approach, but not dissen- 
sion, has crept into Eisenhower headquarters where 
plans are going forward to put in writing the ideas 
for the new President’s first message to congress, 
now in the oral stage. Point of debate is whether the 





WASHINGTON SEES: 


President Truman has reviewed his own record 
in office in a series of interviews with newsmen and 
his report is distinguished for the lack of humility 
he displayed when he moved into the Executive 
Mansion. He is completely satisfied with his per- 
formance and if he had it to do all over again 
would duplicate his actions. The attitude which 
saturates his commentary probably supplies the 
best answer to the question why he was unable to 
hold his own party in line in congress, and why he 
is blamed largely for the defeat of Governor 
Stevenson, his would-be democratic successor. 


In the biggest job in the world it is doubtful that 
any man can deliver 100 per cent satisfactory 
performance. No one has up to now. And, to be 
fair, the credit side of the Truman Administration 
has important entries: he helped keep a large part 
of the world from falling under communist domina- 
tion; he built friendships abroad though at the 
expense of huge financial outlays; he has shown 
that, in America, a young war veteran can go 
broke in a small business enterprise yet can 
achieve the highest elective honor in the land. He 
has catered to organized labor, yet wasn’t cowed 
by John L. Lewis, at least. 


It isn’t easy to appraise a President in his own 
lifetime. History provides the focus. But at this 
point it seems that Truman like Harding suffered 
from his “friendships”; the government by crony, 
and the unwillingness to accept the obvious fact 
that men close to his confidence were selling him 
down the river. He couldn't see it that way; dis- 
missed advice to keep a weather eye out by 


charging critics with playing partisan politics. 
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General should generalize, or particularize; whether 
the message should be a roundup of his official aspira- 
tions or an outright declaration of things he will 
insist congress help him to accomplish over the next 
four years. Time is running out and the first draft, 
which likely will be hacked to pieces before it com- 
pletes the rounds of advisers, is needed. 


NORMALLY, a Presidential message to the opening 
session of congress comes under the heading of light 
reading, isn’t considered very significant, and pales 
against the expectation of a budget message which 
is to follow shortly thereafter. This year, however, 
the political microscope will be put on it as never 
before. The professional politicos propose that Ike 
skirt definiteness of promise. They have seen many 
Presidents embarrassed with the reminders that 
things didn’t work out as promised. And good inten- 
tions don’t blot out bad performance. Speaking of 
messages, we better not forget that Truman is about 
to issue The State of the Union, the Budget and the 
Economic Report. Thus, he has first say. 


CONTRARY thought is being passed on to Eisenhower 
by the group made up of advisers which might fairly 
be described as the more philosophic, if less practical, 
intimates. They lack the political background of 
their friendly adversaries, but they point out that it 
isn’t possible, and it would be unwise to try, to make 
a convincing politician out of the General overnight. 
Their theory is that he should continue to be the 
straight-forward personality he was in military serv- 
ice and in the campaign. They believe this is no time 
for sparring with words. 


SIGNIFICANCE might be read into the fact that Eisen- 
hower has a staff going over his campaign speeches, 
formal and otherwise, and transcripts of his talks 
to the press, where such records exist. Purpose is to 
catalog all that he promised to do or gave his listen- 
ers reason to expect would be done. That seems to 
hint to the latter school of thought: speak out. If 
that inference proves warranted a blueprint of action 
may be expected; mealy-mouthiness is out. And that 
would be more in the Eisenhower tradition of meet- 
ing problems, making decisions. 
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The holiday spirit in the Capital has carried 
over far beyond that found in other parts of the country 

















Administration: new faces and policies on Capitol Hill, 
already installed in office: and new administrators in 

















eee eee 


put to work implementing the Eisenhower plan of govern- 
ment operation. The inauguration of the new Chief 
Executive is only days away and the Capitol Plaza as 
well as the Pennsylvania Avenue parade route bristles 
with lumber which will be the grandstand for parade 
spectators. 


















































The quadrennial shot in the arm for 

business bids fair to top any of the past performances. 
Hotel reservations as far away as Baltimore are just 
about sold out; some residents have leased their apart- 
ments, taken to the hillsides in Maryland and Virginia 
with the knowledge that a few days occupancy during the 
inaugural period will pay the rent for one or more months. Merchants are stocking 
up for what they expect will be unprecedented spending -- the republicans have not 

7 been in the driver's seat in so long that they are not going to choke the purse 

7 strings, it is reasoned. 













































































ct Doubtless there will be representatives of the "interests" here in great 

t, numbers. Many of them have reserved hotel suites and dining rooms and the competi- 

Ve tion to get big names to attend their parties is keen. But for the most part it will 
be wasted insofar as any material gains may be looked for; the festivities will 

g eclipse the business activities. The Cabinet members and agency heads will not be in 

it office and "see me later" will be the password. There will be little need for lobby- 

2S ing on certain propositions on which the new President has made his position clear 

h and on which he has the authority to act without consulting congress. The combination 

“ of those circumstances is not the usual situation, but to the extent that they exist 

. it is safe forecast that Eisenhower's advisers will sell him the wisdom of acting with 

y dramatic dispatch. To hold public favor he must demonstrate a willingness to accept 

at advice. And he'll do just that. 

1- 

of In the multitude of first-things-he-must-do being dreamed up for General 

“ Eisenhower by willing minds on volunteer status, is a revision of the Civil Service 











System. Understatement is the word for the indictment returned by the National Civil 
Service League that the taxpayers "are not getting a full measure of service from the 





















































24 Federal Government employees." The charge, which followed an extensive investi- 

y gation by the League, is supported by examples of inefficiency, waste, mismanagement, 

of confusion, red tape, buck-passing, and political interference. It is the system 

it rather than the individuals that has broken down. Overstaffing and enormous costs have 

ce resulted. 

~ The new President probably will launch the needed reforms by appointing a 

V- strong, economy-minded chairman. Present head of CSC is Robert Ramspeck, former con- 

1e gressman from Georgia, who is suspected of being patronage-minded and discerns no 
vice in large payrolls at government expense. One of the General's most-repeated 

n- campaign promises was to cut the cost of the government. Here's a convenient start- 

S, ing point. While it is true that he can make no economy inroads upon the military pay 

s under existing conditions, and the civilian savings which may be made cannot be large 


compared to the total cost of federal paychecks, any sizeable cut will pave the way, 

















w set the pace for operational savings. 

If Another of the "first things" will be to give White House blessing to an 
w all-out re-examination of the Taft-Hartley Act. With the approval of the senator 

t- whose name the law bears, the statute will be revised, not merely re-worded. There was 








reluctance in paSt years on the part of the republicans to open the T-H Law for 
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amendments while democrats held voting control on Capitol Hill. The GOP feared the 





into a forum for demogogic attacks in the process of so doing. 














It is generally agreed that the law is too long, too wordy, too legalistic, 
gives detailed attention to handling of specific labor-management duels which wouldn't 
arise in a blue moon, and could be covered by generalization. Now, Taft et als believe 
their narrow margin of control, aided by many conservative democrats means safety. 

But even more important is the fact that the labor committee chairmanships of both 
houses will be in republican possession -- and if an undesirable re-write gets past that 
point it can be stopped by a GOP-dominated rules committee. The rules committee can 
choke off legislation, can be over-ridden only by a two-thirds vote of the house. 






































While it's never safe to predict what congress will do, trends of discussion 
point up several likelihoods. Referring disputes to the White House for settlement 
hasn't produced any results about which industry and business can cheer. Conditions 
under which that may be done in the future are likely to be detailed. Industry-wide 
collective bargaining is certain to be unpopular but the only major union leaders 
to be affected on a ban there would be John L. Lewis. What he'd probably do is repeat 
his warning: "Coal miners do not work without a contract." If past history mirrors 
the future, he would make his point stick. He'd simply ignore the mandate. 





























The Sawyer Report, surveying southern and western Europe, could hardly be a 
better composite of republican viewpoints if it had been prepared by the advisers 
to the new Administration. It proposes, for example, that financial aid no longer 
be spread trowel-like; that the beneficiary countries be better screened than in the 
past. The Commerce Secretary's fact finders held that there should be closer 
relationship between financing and objective sought to be accomplished thereby. 

A cautious approach to the solution of foreign trade problems is suggested 
and the idea of broadscale "free trade" policies is rejected. What is proposed is 
assurance that the rules of the export-import game won't be changed in the middle 
of the game; that countries hoping to firm their economy through exports to the 
United States can plan with insurance against overnight switches. 















































The report sets out the wholly sensible view that government guarantee 
of American investments abroad should be sparingly used. That comes as a surprise to 
some of the New Deal bureaucrats. They thought business was clamoring for that type 
of investment insurance. But on-the-ground examination shows that our national 
interests aren't helped by the unsound fiscal policies that a "too easy" System spawns. 
Also, the implication lurks that investors know somewhat more than bureaucrats about 
their own business; that they would prefer to have their money flow in a normal 
pattern, find its own market, without deceptive shots-in-the-arm. 









































Successful in their political foray into the south, the republicans are now 
giving deep thought to methods by which the gains can be held, capitalized upon. 
Most promising aspect is the route being most assiduously studied: to win a lasting 
welcome by promoting the agricultural and general economic well-being by action 























party expediency. 





The projected method is a long-range program to gain adherents to the 
party label as well as on Election Day. The goal cannot be obtained by mere coalition. 
That is too fleeting a sand on which to build a solid structure; it is, to adda 
commercial contract term to a political situation, "subject to change without notice." 




















section of the country from the one-party tradition which has caused it to take many 
defeats without yielding on the principle which seems important to those states. 
President William Howard Taft was much liked in the southern tier, but made no headway 
in attracting political converts; President Herbert Hoover drew the biggest support 
any republican nominee but the organization that turned the trick was not his. It was 
plain anti-Al Smith. Eisenhower now may turn on his charm with more success. 
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How European Counterpart Works 





The United States Pays For 
Selected Dollar Goods and 





Services Needed By Western 
European Countries 

















MSA Requests Recipient 
Countries To Deposit Their 
Own Currencies In Amounts 
Equal To Grant Expenditures 































Each Country Deposits In A Special 
Account The Local Currency Which 
Is Obtained Primarily From Firms 

Which Import These Goods 















95 Percent Of The Special Account 
Is Available For Withdrawal By The 
Depositing Country For Uses Approved 
By The United States 
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United States To Pay For 

+ Administrative Expenses 

+ Information Programs 

* Strategic Materials 

















By V. L. HOROTH 


SY; all the intentions and aspirations voiced during 
the past few months should materialize, the coming 
year, 1953, should bring the nations of the free 
world well along toward the goal of paying their 
own way in foreign trade. “The restoration of the 
balance in the world economy on the lines of trade, 
not aid” was set as the number one objective by the 
Commonwealth Economic Conference held in London 
early in December. 

In this country President-elect Eisenhower spoke 
hopefully during the election campaign of “the ex- 
pansion of reciprocal trade among the free nations” 
as the best substitute for the various give-away 
programs of the postwar period. But the most artic- 
ulate plea for the termination of all but military aid 
came recently from the government-industry group 
headed by Secretary of Commerce Charles Sawyer, 
which reported after a tour of Western Europe: 


“Indefinite dependence on aid destroys self- 
respect, impairs the real strength of the 
recipient economy and has the capacity to 
destroy friendly relations between the giver 
and the recipient.” 


How will this presumably gradual tapering off of 
economic aid, and this shift toward each nation’s 
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Foreign Trade in 1953 


paying its own way, affect our foreign trade in 
1953? The answer involves a discussion of (1) the 
dollar earnings of foreign countries, (2) their dollar 
requirements, and (3) ways of financing the dollar 
deficit in transactions with the United States. 

The dollar deficit, more commonly known as the 
dollar gap, has varied during the postwar period 
from about $6.7 billion in 1948 to less than 214, 
billion in 1950. During the third quarter of 1952, the 
dollar gap narrowed, according to a recent report of 
the Department of Commerce, to an annual rate of 
about $1.5 billion, one of the lowest figures during 
any of the postwar years. Normally the dollar gap is 
financed by a combination of (1) U.S. government 
grants-in-aid, (2) private or government loans, (3) 
private direct investment abroad and sale of foreign 
securities to Americans, and (4) drafts on foreign 
gold and dollar reserves. 


Foreign Dollar Earnings in 1953 


About two-thirds of foreign dollar earnings arise, 
as will be seen from the table below, from U.S. 
merchandise imports. These imports are expected to 
come to about $111, billion in 1952. What the 1953 
imports will be like will depend primarily on the 
outlook for business activity here during the coming 
year and on the trend of prices. 
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In view of the 1953 business outlook here, an ex- 
pansion in the volume of imports may be expected for 
the following reasons: 

(1) A further—but presumably final—increase of 
$3 to $8 billion in defense expenditures should be 
reflected in larger imports of minerals and non- 
ferrous metals. 

(2) Continuation of high-level income here should 
ensure a correspondingly high rate of imports of 
principal consumer goods, sugar, coffee, cocoa, 
bananas, etc. The trade is looking for higher imports 
of burlap, and more foreign wool may be brought 
in in 1953, now that wool prices have shown signs of 
stability for the first time since Korea. 

(83) Inventories accumulated after the outbreak 
of the Korean war are being depleted in a growing 
number of commodities. As a result we may need to 
import more carpet wool, copra, spice, olives, etc. 

(4) Some extension of stock-piling activities may 
be expected, possibly in connection with the resump- 
tion of the convertibility of pound sterling, if such 
a move is taken. 

(5) The European countries and Japan are likely 
to intensify their drives to sell in the American 
market. This may result in increased imports of 
textiles, toys, notions, etc. 

The efforts of European countries and Japan to 
sell here may be helped by a passage of the Customs 
Simplification Act, which failed to reach a vote in 
the 82nd Congress because of a glut of legislation 
during the political campaign. There is also a pos- 
sibility that the “Buy American Act” might be 
repealed; this act, giving preferential treatment to 
American products in federal public works contracts, 
prevents the nation from obtaining materials 
wherever they are cheapest, and repeal has been 
advocated by the President’s Materials Policy Com- 
mission. 

However, granted that the vo’ume of our imports 
in 1953 will expand, it does not necessarily follow 
that the value of our imports will also be up, hence 
it is not certain that foreign countries will earn more 
dollars. Over two-thirds of our imports consist of 
raw materials and foodstuffs: prices of these pro- 
ducts have been declining and are expected to decline 
further in 1953. 

There has already been a considerable revival in 


our imports from the low point reached during the 
second half of 1951, when the volume of our imports 
fell below the pre-Korean level as a result of slack- 
ened consumer spending and the absorption of 
accumulated inventories. Currently the volume of 
imports is about 5 per cent above a year ago, but 
the decline in import prices has to some extent off- 
set the benefits of higher volume. What has hap- 
pened is that our terms of trade, the relation of 
the prices we receive for our exports to the prices 
paid by us for imports, have considerably improved 
since the immediate post-Korean period. 

Summing up, one may conclude that the value of 
our imports in 1953 may be up somewhat above the 
1952 figure of $1114, billion. As to the distribution 
of our imports, the principal beneficiaries should be 
Western Europe and the countries producing raw 
materials needed for defense, such as Chile. Our 
expanding imports of crude petroleum should bene- 
fit Venezuela and the Near Eastern countries. As 
to Canada, which accounted in 1951 for 17 per cent 
of our imports and is expected to contribute some 
18 per cent in 1952, her dollar earnings are expected 
to be somewhat lower, owing to our smaller imports 
of agricultural products (meat and grains) and 
because of lower woodpulp and lumber prices. 


Foreign Dollar Earnings from Services 


Not only may the value of our merchandise im- 
ports in 1953 be slightly higher than in 1952, but 
foreign countries stand to earn definitely more 
through services performed for us. The spending 
of American tourists abroad, which came to $722 
million in 1951, will show at least a 10 per cent 
increase for 1952 (to over $800 million), while 
the 1953 figure is expected to be close to $900 mil- 
lion as a result of the British coronation and other 
events abroad. 

Another item which has shown a steady increase 
is our troop expenditures abroad and the first pay- 
ments of our share in the construction cost of the 
so-called “infra-structure” facilities (airfields, bar- 
racks, etc.) for the armed forces of all NATO coun- 
tries. These items came to $1.4 billion in 1951, will 
probably reach $1.8 billion in 1952, and may show 
another half billion dollar increase in 1953. Foreign 

transportation receipts are also showing a 








— — 


slow rise, despite lower rates; they will 





Transactions Supplying Dollars to Foreigners 


{in millions of dollars) 


be in excess of one billion dollars in 1952. 
At this point it may be mentioned that our 





own transportation earnings (around $1.5 





1951 yt Bsc billion) are steadily declining, reflecting, 
. orecast . 
— in part, smaller shipments of U.S. coal 
GOODS AND SERVICES (current account transactions) to Europe. 
Merchandise imports é $11.7 $11.3 $11.5 
Shipping and freight 2 1.0 1.0 
Travel by Americans ..... 7 8 9 Investments Abroad in 1953 
U.S. Govt. expend. abroad(e) ..... 1.4 1.8 22 
Private gifts 4 4 4 : 
Dividend payments to foreigners 4 4 4 There are two other major sources of 
—_—- Ss —--— —— —— dollars for foreign countries besides the 
Sub-total $15.5 $15.7 $16.4 sale of goods and services to us. These are 
CAPITAL TRANSACTIONS AND U.S. GRANTS-IN-AID: (1) capital transactions and (2) economic 
Direct Investments tie °F8 4S or other grants-in-aid of the U.S. Govern- 
ig Nabi capital = ‘ ae - 1.0 ment. As to the first of these, in 1951 U.S. 
ibis iaiy matdiiciesia ; . er private and government capital provided 
pets Ey ENS foreign countries with about $11, billion 
Sub-total $49 $46 $3.5 dollars, of which about 40 per cent went 
Grand total $20.4 $203 $19.9 to Canada and 35 per cent to Latin Amer- 





(e)—Estimated. 
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ica. On the basis of figures available for 
the first three quarters of 1952, U.S. pri- 
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vate and government capital transactions provided 
at least $1.5 billion during the year just past, with 
half of the total going to Canada and Latin America. 

What is 1953 likely to bring in the way of Amer- 
ican capital outflow? Our private direct investments 
in Canada, which aggregated about $350 million in 
1952, will probably continue around that level, in 
view of continuing high development activity in 
the Dominion. On the other hand, the outflow of 
American dollars for the purchase of Canadian 
securities will almost certainly be less. The evidence 
suggests that these purchases practically dried up 
during the third quarter of 1952. 

However, 1953 may bring a considerable outflow 
of American capital (largely governmental) to the 
Middle East and to Southeastern Asia. Taking all 
areas together, U.S. government loans aggregated 
nearly $600 million during the first nine months of 
1952, and the lending rate may be higher in 1953. 


Military Offshore Procurement Program 


The last source of dollars to be discussed is our 
economic aid to Western Europe and our economic 
and technical assistance to the Far Eastern coun- 
tries. The former was set by Congress at $1.3 billion 
and the latter at $350 million for the fiscal year end- 
ing next June. As to the second half of 1953, even 
if economic aid to Western Europe is discontinued 
in principle, some assistance, economic and techni- 
cal, will probably be continued for Austria, Greece, 
Turkey, and the Far Eastern countries. 

Instead of giving direct economic aid, the afore- 
mentioned Sawyer Committee is urging that the 
U.S. place more extensive offshore procurement 
orders with European manufacturers for weapons 
and other materials used by the NATO armies. Such 
contracts already placed aggregated some $800 mil- 
lion during 1951 and 1952, including a $90 million 
contract for delivery of 500 British Centurion tanks 
to the NATO forces on the Continent. Since the 
delivery period for some of the more complex wea- 
pons extends over a period of several years, it is 
difficult to judge how many dollars the offshore pro- 
curement of weapons and military materials is likely 
to provide in any single year. All this is a desirable 
approach to European solvency through “trade, not 
aid,” but how far it can be pushed without protests 
from American industry — particularly when total 
defense spending begins to fall off — is another story. 


Export Prospects and Other Dollar Utilization 


As shown by the accompanying table, the number 
of dollars available to foreigners in 1953 from all 
sources — goods, services, capital transactions and 
government aid — is likely to be much the same as 
in 1951 and 1952. The trouble, of course, is — as it 
has always been — that these dollars are not always 
available to the countries that need them most. One 
can only hope that through trade liberalization and 
the encouragement of triangular transactions these 
dollars will quickly find their way into the hands 
where they are most needed. 


Though the overall availability of dollars to for- 
eigners in 1953 would seem encouraging to our 
export prospects, the actual utilization of these dol- 
lars for purchases of our goods is another story. 
As Mr. Loring Macy, director of the Office of Inter- 
national Trade, recently pointed out, there has been 
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Transactions Using Up Dollars 
(in billions of dollars) 











1952 1953 
1951 Est. Forecast 
ESTIMATED AVAILABILITY OF DOLLARS. $20.4 $20.5 $20.1 
TRANSACTIONS USING UP DOLLARS 
Commercial merchandise exports ....... $14.4 $13.7 $13.2 
American freight, & shipping ....... 1.5 1.4 1.3 
Travel by foreigners ...... : 4 a 5 
Miscellaneous receipts ........................ 8 1.0 1.0 
Dividend and interest receipts 2.0 2.1 2.0 
Total : <cuaciacener UU $18.7 $18.0 
Added to foreign gold & dollar reserves. $ 1.3 $ 1.8 $ 2.1 
MILITARY TRANSACTIONS: 
Military aid to for. countries 1.5 2.3 3.0 
Export of military End Items & 1.8 2.5 








“some softening of the postwar tendency for the 
purchases from the United States to be pushed to 
the limit of dollar availabilities.” What Mr. Macy 
means is that foreign countries are no longer rush- 
ing to spend all their dollars for our goods, but are 
thinking twice before buying anything and in some 
cases are building up their gold and dollar reserves 
instead. 

The prospects are for definitely smaller purchases 
of American cotton, wheat, fodder grains, edible 
fats, textile goods, and coal as well as of some 
chemicals and pharmaceuticals which are beginning 
to be available in Germany and Japan. But, com- 
ments Mr. Macy, dollars diverted from some of these 
purchases “will probably continue to be spent, for 
another year, on other types of merchandise.” The 
goods that may benefit from this shift include to- 
bacco, petroleum products, steel mill products, ma- 
chinery and equipment of all sorts, and certain 
specialized chemicals and pharmaceuticals. The pros- 
pects for automotive exports differ widely from 
country to country, but as a whole we have been 
losing business to European plants (including the 
American subsidiaries) except in the dollar area. 
In general, the outlook for the export of most con- 
sumer goods appears to be less favorable than that 
for capital goods, since the latter are almost invari- 
ably favored by countries with tight import and 
exchange controls. 

In view of all these shifts in merchandise exports 
— occasioned partly by the readjustments to the 
Korean war and defense activities, and partly by the 
return of international trade to the pre-war pat- 
terns — how large are our commercial merchandise 
exports (as distinct from our exports of military 
end items) likely to be in 1953? From all indica- 
tions, our commercial merchandise exports in 1953 
should approximate the annual rate during the 
second half of 1952, which is expected to be around 
the $13 billion level as against the export rate of 
$14.5 billion during the first half of 1952. Includ- 
ing the shipments of military end items, our over- 
all exports should be as large in 1953 as in 1952, 
or possibly even higher. 

How are our exports in 1953 likely to be dis- 
tributed? The dollar area countries in Latin America 
(with the possible exception of Mexico) should buy 
about as much as in 1952. Our 1953 exports to 
Canada may also be above (Please turn to page 422) 
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To Maintain Or 
Increase Earnings 


in 1953 





By J. C. CLIFFORD 


a statements on fourth quarter 1952 
profits will not be available for several weeks, it is 
evident that there was a general up-turn during 
that period. As a matter of fact, this change in profit 
trend was already heralded by favorable third-quar- 
ter reports of such leading concerns as U. S. Steel 
Corporation, General Electric, Westinghouse, and 
duPont. 

Major factors on which corporate profits depend, 
such as consumer buying trends, prices, inventories, 
rate of employment and total production are in an 
improved relation to each other so that it is logical 
to assume that the total volume of profits for the 
fourth quarter will be satisfactory. As a matter of 
fact, they will probably be in excess of those for any 
quarter last year and even greater than for any 
period since the second quarter of 1951. 

Momentum to this trend is imparted by continued 
heavy expenditures for current defense production 
and higher output in such very important industries 
as automobile, heavy electric equipment and steel. 
(For a complete analysis of the position of the lead- 
ing industries please see Part 1 of “Which Industries 
Offer Best Prospects for 1953” elsewhere in this 
issue.) With this general economic background, it 
is not difficult to envisage another rise in corporate 
profits in the first quarter of 1953 and, according 
to recent statements of important leaders in indus- 
try, it would seem that prospects for the second quar- 
ter are favorable as well. 

The over-all earnings of 1952, of course, did not 
compare too favorably either with 1951 or 1950. 
Based on Department of Commerce estimates, cor- 
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porate net after taxes in 1952 
was $17.5 billion or about $1 
billion under 1951 figures. Part 
of this difference came about 
from the fact that the 52% basic 
corporate tax rate applied to all 
of 1952, whereas it applied in 
1951 only to the last three quar- 
ters. 

On a pre-tax basis, corporate 
profits were estimated at $41.5 
billion for 1952 against $43.3 
billion the preceding year. In- 
ventory losses in the first half 
were a factor, contrasting with 
inventory profits during the 
earlier part of 1951. The inven- 
tory position generally is now in 
somewhat better balance so that 
this recently disadvantageous 
factor should be removed during 
the next few months. 

Though per share earnings are 
now increasing in varying ex- 
tent, dependent on the industry, 
profit margins, on the whole, are 
not exceptionally large. This is 
due principally to (1) higher 
wages, (2) the increased propor- 
tion of low-margin profit defense 
business, and (3) the general 
necessity to provide more ade- 
quately than in 1951, for depre- 
ciation reserves. 

As long as sales hold up or 
increase, the actual rate of profit 
margin can be relatively small 
without proportionately affecting per share earnings. 
However, vulnerability in this respect consists of the 
fact that owing to rigidity in costs and noticeable 
decline in volume of sales would automatically result 
in impairement of the profit margin with direct 
effect on earnings for shareholders. 

The over-all outlook for profits in 1953 will be 
affected to some degree by whether or not the 
excess-profits tax disappears next June 30. Principal 
beneficiaries of the expected demise of this part of 
the corporate income tax will be the larger earners, 
but those whose profits are average or subnormal 
are naturally unaffected. If the excess profits tax 
is allowed to lapse, total savings to corporations in 
1953 should be in the neighborhood of $1 billion, or 
the equivalent of an 814, increase in net profits. 


Factors that May Determine the Trend 


In recapitulating the over-all earnings situation, 
it would seem safe to assert that the first and second 
quarters of 1953 should return satisfactory profits 
for many, but by no means all, industries. There are 
too many imponderables to warrant an estimate of 
probable conditions after that date. To a large ex- 
tent, that will depend on specific measures to be 
taken by the new Administration on taxes, controls, 
the budget and foreign aid. However, even though 
prospects for the first half of 1953 are favorable, 
it is only fair to point out that this is contingent, to 
a large extent, on preventing undue inventory ac- 
cumulation, some faint signs of which are commenc- 
ing to appear. One factor which has kept prices in 
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a state of balance for practically the past half year 
has been progress in overcoming the previous han- 
dicap of burdensome high-cost inventories. This 
could change if inventories were allowed to mount 
too rapidly, so that inventory losses later on in the 
year cannot be ruled out as a possibility. 


Industries With Favorable Prospects 


Examining the earnings outlook from a more spe- 
cific standpoint, we find that the following groups 
seem to be in a more favored position for the next 
few months: aircraft, automobile and automobile 
accessory, cigarettes, heavy electrical equipment, 
public utility, railroads and steel. Groups that should 
sustain a good earnings position but not quite so 
favorable as those previously mentioned are: air- 
lines, building materials, chemicals, dairy and food 
products, finance, natural gas, petroleum and variety 
chains. Some that are in a neutral or uncertain posi- 
tion are: fertilizer, department stores, rayon, sul- 
phur and textiles. Among the industries still strug- 
gling with adverse conditions are: leather, movies, 
and sugar. 

Coming down to the earnings outlook for specific 
corporations, we find that while the individual com- 
panies will necessarily experience results common 
to their groups, certain concerns stand out as being 
likely to turn in a better performance than many of 
the others in their respective industries. Twenty-five 
of these are listed in the accompanying table. 

Analysis of the table shows that 19 of these com- 
panies, including in part, estimates for the fourth 
quarter of 1952, either exceeded or equalled their 
1951 earnings; of these, only 8 increased their earn- 
ings by fair to substantial margins, the rest having 


either just about equalled 1951, with some consid- 
erably. Obviously, therefore, for two-thirds of the 
companies listed in the table, 1952 was not a spec- 
tacular year so far as earnings were concerned. 
However, all are now in a position to increase their 
earnings in the period directly ahead, but the largest 
gains are likely to be among those which fell back 
in profits in the year just ended. The reason for this 
is that these companies, for a variety of reasons, 
had to meet unusual problems which exerted a tem- 
porary effect on their profits. The steel companies, 
for example, were affected by the strike. Since the 
ending of the strike, these companies have recovered 
their full earning power. The food and tobacco com- 
panies should do better, the former largely because 
price controls for many products are ending, offer- 
ing greater flexibility in cost management; and the 
latter because their inventories are in much better 
shape than last year. The two electrical companies 
are operating at close to capacity and their outlook 
is exceptionally good. Ending of EPT in these cases 
would naturally have a direct effect on earnings 
since they have both been highly vulnerable to this 
tax previously. The railroads, included in the table 
are also in a strong earnings position but these have 
increased at such a rate in the past few years, it 
should not be expected that similar percentage in- 
creases can be duplicated in the year ahead. How- 
ever, they should at least be able to sustain current 
rates of profit. 


Studies of Interesting Situations 
In the following, we analyze the earnings position 


of several of the more interesting situations: 
Carrier Corp. This com- (Please turn to page 422) 


























Companies Which Should Maintain or Increase Their Earnings in 1953 
Estimated 
1952 9 Months 1952 1951 
Net Net Net Net Indicated 
Per Per Profit Net Per Profit Recent 1952 Div. Price Range 
Share Share Margin Share Margin Price Div. Yield 1951-1952* 
Allied Chemcial & Dye... . $ 4.50 $ 3.35 8.2% $ 4.58 8.0% 75 $ 3.00 4.0% 7832-58 
American Tobacco 4.55 3.36 3.0 5.57 6.5 65 4.00 6.1 6872-5458 
Atchison, Top. & Santa Fe 14:50 9.01 10.9 13.83 12.8 103 5:75 5.5 10434-6834 
Bethlehem Steel 6.50 3.81 3.5 10.43 59 55 4.00 7.2 60 -46'4 
Carrier Corp. 5.50” 5.64! 49 3.88 4.3 34 1.40 4.1 3638-2138 
DuPont 4.60 3.26 13.2 4.64 14.2 97 3.55 3.6 9758-7958 
General Electric 5.00 3.28 5.2 4.79 59 71 3.00 4.2 7238-4912 
General Foods 4.00 1.91- 3.4° 3.52 4.4 52 2.40 4.6 5334-397 
General Motors 6.00 4.33 6.9 5.64 6.7 68 4.00 5.8 68 -46 
Goodrich (B. F.) 7.50 5.36 5.1 8.15 5.8 75 2.65 3.5 7512-422 
Goodyear Tire & Rubber 7.00 6.13 3.2 8.18 3.3 51 3.00° 5.9 5112-327 
Johns-Manville 7.70 5:72 10.0 7.75 10.3 74 4.25 5.7 7834-47 
Liggett & Myers Tobacco 5.00 3.74 3.5 5.19 4.0 74 5.00 6.7 79 -61%% 
Lorillard (P.) 1.95 1.44 2.5 1.78 2.7 25 1.50 6.0 2512-2034 
Louisville & Nashville R.R. 11.00 7.09 9.9 9.74 10.0 67 4.50 6.6 67 -48)2 
Middle South Utilities 1.98 1.53 11.8 1.81 9.8 27 1.25 4.6 2838-18 
National Dairy .. 4.30 3.46 2.6 4.07 a5 58 3.00 5.1 60 -44)2 
National Steel 4.60 3.09 5.9 6.16 7.3 49 3.00 6.1 56 -43 
Pittsburgh Plate Glass 3.90 2.94 9.0 3.44 6.4 55 2.00 3.6 5612-375 
Sears Roebuck 5.00 1.704 3.3 4.73 4.2 60 2.75 4.5 6238-5012 
Southern Pacific 6.75 4.90 8.4 5.36 7.1 46 2.8712 6.2 4632-3032 
Southern Railway 16.00 11.18 8.3 12.21 Ys 81 4.00 49 82 -4634 
Standard Brands 2.60 1.89 a2 2.74 27 27 1.70 6.2 2834-2114 
U. S. Rubber 4.25 2.83 29 4.76 3.6 29 2.00 6.8 3014-17 
Westinghouse Electric 4.50 3.02 4.6 4.03 5:2 46 2.00 4.3 4678-3458 
*—To December 19, 1952. 3—Plus stock. 
1_12 months ended July 31, 1952. 424 weeks ended July 16, 1952. 
*—6 months ended Sept. 30, 1952. °—Fiscal 1953. 
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Companies 


Likely To Increase 








Dividends in 1953 


By OUR STAFF 


Whos investors, these days burdened by the 
common problem of high taxes and high living costs, 
are necessarily occupied in a never ending search 
to increase their income from securities, provided, 
at the same time, they do not sacrifice safety. It 
must be admitted, however, that this task is now 
more difficult because of the great number of com- 
panies which have already increased their dividends 
in the past several years, thus restricting the field 
of potential increases. Furthermore the field is again 
restricted because some stocks considered a logical 
candidates for higher dividends have already dis- 
counted these prospects to a great extent, if not fully. 

In order to obtain the best possible results, the 
search for higher dividends should be limited, for 
instance, to (a) those companies which are in a 
definite position to raise their rate of payment; and, 
(b) which at the same time have some distance to 
go marketwise before the expected higher dividend 
is discounted. Both elements must be considered 
simultaneously. 

Among a number of issues which appear destined 
for higher dividends, but which have not reflected 
these prospects fully, a group of seven considered 
attractive from the standpoint of possible higher 
dividends, as well as from the standpoint of longer- 
term market appreciation have been singled out 
after diligent research by our staff. 

These issues are: The New York, Chicago & St. 
Louis Railroad; Allis-Chalmers Manufacturing, 
Lone Star Cement, The Sperry Corp., Westinghouse 
Electric, United Air Lines, and Louisville Gas & 
Electric. 

Their record of earnings in the past several years 
have been exceptional. Their dividends, however, 
have been maintained at conservative levels with 
respect to these earnings and it would seem that 
the current and prospective margin of earnings over 
dividends is sufficient to warrant higher payments. 

On this and adjoining pages, are set forth our 
comment on these companies, the highlights being 
recent and current earnings and the outlook for the 
present year. We have also added pertinent statisti- 
cal information for the convenience of our readers. 
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ALLIS-CHALMERS MANUFACTURING CO. 


BUSINESS: The company, a major producer of farm machinery, construc- 
tion and electrical equipment, has a diversified output comprising over 
1,600 separate items made up, in part, by steam turbine generator units, 
gas and hydraulic turbines, electronic devices and marine equipment. 
OUTLOOK: Another record high in sales billings was established in the 
first 9 months of 1952 at $384.6 million. Net income for the period of $17.7 
million was up by $2.1 million over the same months of 1951, being equal 
to $5.99 a common share. Indications ore that earnings for the full 1952 year 
will be at the highest level in the history of the company, showing close to 
$9.50 a share for the common. Such results will extend the earnings uptrend 
that has been going on ever since the company began its second hundred 
years of business in 1947. The expansion in sales in the five years through 
1951 has carried the volume from $211.9 million to $457 million last year. 
The 1952 sales billings will probably surpass last year’s figure by about $50 
million. Earnings in 1947, reflecting strike conditions, were no better than 
$1.69 a common share, but by 1948 had risen to $5.67, followed by $6.99 
in 1949, $8.72 in 1950, and $8.19 in 1951. This sustained high earnings 
rate has already brought about a hike in common dividend from $2.00 in 
1949 to $4.00 a share paid out in 1952. Obviously, a further substantial 
increase in the payout to holders of the common stock is in order. Aside 
from the large earnings, the strong position of the company makes such 
action feasible. As of Sept. 30, last, current assets, including $43 million 
cash, exceeded current liabilities by $152.1 million. On the same date the 
backlog of its general machinery divisions stood at $241 million and this 
was supplemented by a backlog of military orders in the tractor division of 
$96 million. Only recently, the AEC placed with the company a $3.5 million 
order for high voltage transformers for installation in the new Portsmouth, 
Ohio, atomic energy plant. 

DIVIDENDS: Except for the years 1933-35, has paid dividends continuously 
since 1920. The current rate of $4.00 a share was increased from $3.50 
paid in 1951. 

MARKET ACTION: Recent price of 59%, compares with a 1951-52 price 
range of High—6114, Low—40. At current price the yield is 6.7%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 June 30 
194 1952 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 41,681 $ 43,029 +$ 1,348 
Receivables, Net 23,672 83,817 + 60,145 
Inventories 63,479 168,014 + 104,535 
Progr. Billg. & adv. coll. on contr. (er)24,122 + 24,122 
Other Current Assets ee 2,670 3.025 + 355 
TOTAL CURRENT ASSETS 131,502 273,763 + 142,261 
Net Property 37,346 64,773 + 27,427 
Goodwill & Patents 11,504 — 11,504 
——— er oe + 4,584 
Other Assets 562 — 3,741 
TOTAL CURRENT ASSETS : $184, 914 $343, oat +$159,027 
LIABILITIES 
Notes Payable ...... $ 32,000 +$ 32,000 
Accounts pay. & payroll $ 13,745 24,951 + 11,206 
CS ae , i 13,793 + 4,806 
Tax Rese 26,180 50,903 + 24,723 
TOTAL CURRENT LIABILITIES 48,912 121,647 + 72,735 
Reserves 7 — 7,564 
Long Term Debt . 50,000 28,500 — 21,500 
Preferred Stock 26,168 + 26,168 
Common Stock 54,965 82,850 -+- 27,885 
Surplus 23,473 84,776 + 61,303 
TOTAL CURRENT LIABILITIES . $184,914 $343,941 +$159,027 
WORKING CAPITAL . $ 82,590 $152,116 +$ a a 
CURRENT RATIO 1.3 2.2 at 
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LONE STAR CEMENT CORPORATION 

C- BUSINESS: Company is one of the three leading cement manufacturers in 
‘r the United States. It produces six types of portland cement in 17 plants, 
‘; five of which are located in Latin America, with a total annual capacity of 

31.4 million barrels. 
1e OUTLOOK: Based on operating results for the first 9 months of 1952, 
7 earnings on the capital stock for the full year will probably reach $3.35 a 
al share. Such results would surpass those of 1951 in which net, after provision 
ar for foreign exchange fluctuation, amounted to $3.05 a share, although they 
to would fall short of matching 1950 earnings of $3.61 a share because of 
id higher operating costs, higher taxes, and about 100% greater liberality in 
od provision for depletion, depreciation and emergency facilities amortization 
gh in the first 9 months of the year just closed. Sales of the company during 
ar. the period reached a record high of almost $61 million, and the outlook 
50 is for still further gains in the current year. The highlights in this situation 
an are the expected high level of residential and industrial construction and the 
99 anticipated upturn in highway construction for which an estimated $2 billion 
gs in state and Federal funds has already been earmarked with probably $1 
iin billion additional to come. Lone Star appears to be in a good position to 
ial benefit from the current high level of demand and the looked for expansion. 
de Including an estimated $12 million for new plant construction and better- 
sch ment in 1952, total expenditures by the company for expanding production 
ion and increasing efficiency amounts to approximately $65 million in the 
the 7 years to the close of 1952. The carrying out of this program has enabled 
this Lone Star to cope with the rising consumption of cement that has increased 
of its sales from $31 million in 1945 to $71.3 million in 1951, and an estimated 
fon $75 million in 1952. This has been accomplished without enlarging capital 
ath, obligations, its only long-term debt being $8.5 million in notes maturing 

serially to 1957, and a $40,000 South American subsidiary’s mortgage. 
= DIVIDENDS: Has omitted but one year of dividends—1933—over a 33 year 
, period. Following the 3-for-1 split in 1951, quarterly payments of 35 cents 
: a share have been paid, supplemented by a year-end extra of 25 cents a 
rice share in 1952. 

MARKET ACTION: Recent price of 3014, compares with a 1951-52 price 

range of High—31%, Low—22. At current price the yield is 5.2%. 
nge COMPARATIVE BALANCE SHEET ITEMS 

December 31 

hor 2 1951 Change 
4535 ASSETS (000 omitted) 
4,122 Cash & Marketable Securities $ 10,557 $10,437 -—$ 120 
355 Receivables, Net ..............:cccceees 2,44 3,423 + 983 
2,261 Inventories 6,234 13,562 + 7,328 
7,427 TOTAL CURRENT ASSETS . Stee 19,231 27,422 + 8,191 
1,504 Net Property ................... 26,849 66,776 -+ 39,927 
4,584 Investments .... 1,904 1,219 -- 685 
3,741 Other Assets ....... : 687 335 -- 352 
9,027 TOTAL ASSETS $ 48,671 $ 95,752 +$ 47,081 

LIABILITIES 
32,000 Notes & Accounts 9 de en es $ 1,259 $ 4,656 +$ 3,397 
|1,206 Accrued ——— & Int. 065 414 1 349 
4,806 Reserve for Taxe 1,783 12,471 +- 10,688 
24,723 TOTAL CURRENT LIABILITIES 3,107 17,541 -} 14,434 
12,735 Other Liabilities ; 437 1,226 + 789 
7,5 ee, eee 1,277 2,735 + 1,458 
21,500 Long Term Debt . 8,565 + 8,565 
26,168 Common Stock . 32,246 28,458 — 3,788 
27,885 Surplus 11,604 37,227 + 25,623 
61,303 TOTAL LIABILITIES ................ . $ 48,671 $ 95,752 +$ 47,081 
59,027 WORKING CAPITAL ............... . $ 16,124 $ 9,881 —$ 6,243 
a CURRENT RATIO ............. 6.2 1.5 — 47 
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LOUISVILLE GAS & ELECTRIC CO. 


BUSINESS: Supplies electricity and natural gas at retail in Louisville and 
vicinity, an important rail and industrial center increasing in importance 
with the opening of new plants in the area by a number of large companies. 
Also sells electricity and natural gas to others for resale. 


OUTLOOK: New high records in operating revenue and net earnings were 
established by the company in the first 9 months in 1952, continuing the 
uptrend that since 1952 has carried electric and gas sales from $16.2 million 
to $34.6 million in 1951, and $26.2 million for the 9 months to Sept. 30, 
last, indicating a still higher volume for 1952. Net earnings for the frac- 
tional part of the year, equal to $2.33 a share point to full year’s results of 
approximately $3.10 a share against current dividend requirements of 
$1.80 a share annually. By comparison with other public utilities this is 
a small payout against earnings. This may be adjusted now that a major 
portion of its expansion program is completed, although construction of 
additional facilities scheduled for the current year, it is estimated, will 
require expenditures of approximately $16 million. This is in addition to 
about $60 million spent in the six years 1947-1951, largely for construction 
of new generating stations, as well as for extensions and improvements of 
electric facilities and gas transmission, storage and distribution properties 
to keep pace with the mounting needs of both industrial and residential 
users. The area contains greatly diversified industries with a wide range of 
products including aluminum, tobacco, farm implements, chemicals, textiles, 
machinery and electrical equipment. Through a newly formed subsidiary, 
the company holds an interest in the Ohio Valley Electric Corp., which has 
a 25-year contract to supply electric energy to the Atomic Energy Commission’s 
uranium-235 production plant building at Portsmouth, Ohio. 


DIVIDENDS: Payments on present par value common stock were inaugurated 
in 1941, and increased to current 45 cents quarterly rate in 1950. 


MARKET ACTION: Recent price of 40, compares with a 1951-52 price range 
of High—40%4, Low—30%. At current price the yield is 4.5%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 
42 


1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 1,433 $ 6,396 $ 4,963 
Receivables, Net 1,748 2,901 1,153 
Materials & Supplies 1,486 3,926 2,440 
Other Current Assets 373 429 056 
TOTAL CURRENT ASSETS 5,040 13,652 8,612 
Plant & Equipment 76,627 118,240 + 41,613 
Investments 4,114 642 — 3,472 
Other Assets 4,019 157 3,862 
TOTAL ASSETS $ 89,800 $132,691 L$ 42,891 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 8,680 $ 10,498 +$ 1,818 
Reserve for Deprec. 11,717 26,009 + 14,292 
Other Reserves 080 549 + 469 
Deferred Credits 152 752 t 600 
Long Term Debt 29,009 41,000 11,991 
Preferred Stock 21,520 21,520 
Common Stock 16,775 25,182 + 8,407 
Contrib. in Aid Constr. 535 732 a 197 
Surplus 1,332 6,449 + 5,117 
TOTAL LIABILITIES $ 89,800 $132,691 +$ 42,891 
WORKING CAPITAL $ (d)3,640 $ 3,154 +$ 6,794 
CURRENT RATIO 6 13 + ee 
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THE NEW YORK, CHICAGO and ST. LOUIS R. R. CO. 


AREA SERVED: This is the Nickel Plate Road, extending from Buffalo, 
through the highly industrialized Great Lakes area, to the western gate- 
ways of Chicago, Peoria, and St. Louis. Its system also serves the great steel 
making territory of western Pennsylvania and eastern Ohio, as well as other 
important points. 


OUTLOOK: With 1952 earnings indicated at close to $9.00 a share for the 
common stock, there appear to be good prospects of Nickel Plate adopting 
a more liberal policy toward its common stockholders. In the last ten years, 
the large earnings of the road were utilized to reduce debt and for modern- 
izing and improving facilities, including dieselization. During that time, 
as well as in the ten years previous, the common stock received no dividends 
at all, while dividend arrears on the cumulative preferred stock piled up 
simultaneously. That obligation, however, was wiped out completely in 1951. 
Along with this accomplishment, the road, in a little more than the last 
decade cut fixed charges by $2 million while spending close to $100 million 
for improvements. Earnings for the common stock in the five year period 
to the end of 1951, averaged $7.87 annually, giving effect to the 5-for-1 
split in 1951. In the first 10 months of 1952, net railway operating income 
of $18.7 million produced net income of $15.2 million, before funds, the 
equivalent of $7.23 a share, compared with net income, on the same basis, 
in the like period of 1951, of $15 million, or $7.12 a share for the common 
stock. The 1952 showing was made despite the inroad on revenue freight 
traffic by the shutdown of steel mills and other industrial plants in its territory 
due to the steel strike in the summer of that year. Net for the full year will 
probably run close to $9.00 a share for the common, or roughly, four and 
a half times current annual dividend requirements of $2.00 a share. This, 
along with the favorable outlook for 1953 and the road’s strong financial 
position, justifies an optimistic view of the stock from the standpoint of a 
higher dividend rate and market possibilities, as well. 


DIVIDENDS: Payment of 50 cents a share in January, 1952, marked the 
resumption of distributions and established the current rate of $2.00 a 
share annually. 


MARKET ACTION: Recent price of 49, compares with a 1951-52 price range 


of High—49'2, Low—34%. At current price the yield is 4%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 
1942 1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 21,399 $ 26,617 +$ 5,218 
Receivables, Net 3,282 10,462 -4 7,180 
Materials & Supplies 3,191 13,420 + 10,229 
TOTAL CURRENT ASSETS 27,872 50,499 -+- 22,627 
Road and Equipment 256,166 314,571 + 58,405 
Accrued Deprec. & Amort. (cr)27,340 (cr)62,563 +- 35,223 
investments 18,460 40,127 + 21,667 
Other Assets 3,586 4,061 +} 475 
TOTAL ASSETS $278,744 $346. 695 +$ 67,951 
LIABILITIES 
TOTAL CURRENT LIABILITIES . $ 26,688 $ 37,969 +$ 11,281 
Other Liabilities 1,206 8,861 + 7,655 
Unadjusted Credits 1,731 3,057 } 1,326 
Long Term Debt 130,103 120,841 - 9,262 
Preferred Stock 36,258 36,058 200 
om sag Stock ‘ , 33,747 39,010 + 5,263 
Surpl as 49,011 100,899 + 51,888 
TOTAL LIABILITIES aieensk ebjaais cess $278,744 $346,695 +$ 67,951 
WORKING CAPITAL oles ¥s $ 1,184 $ 12,530 +$ 11,346 
CURRENT RATIO ‘ Fuga obese vtopnketaneinys 1.0 3 { 3 
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THE SPERRY CORPORATION 


BUSINESS: Through various subsidiaries and divisions, Sperry produces 
electronic equipment, navigational equipment for ships and planes, gyroscopic 
devices, hydraulic equipment, farm equipment, radio, radar and television 
components, automatic machinery, and many other items. 

OUTLOOK: Net earnings in the first 1952 half of $6.5 million, or $3.23 a 
share of capital stock were greater by $1.3 million than in the corresponding 
months of the previous year when net amounted to $2.57 a share. These 
1952 half-year figures point to full 12 months results of close to $6.50 a 
share, making a new altitude for earning power which has risen, since 1946, 
from $3.65 a share to $5.36 in 1951. Earning power of this magnitude is 
in sharp contrast to the $2.00 a share annual dividend rate which has pre- 
vailed over the last four years. This rate is but 50 cents a share more than 
what the company paid out in earlier years when net earnings were running 
as much as 50 per cent less than that realized in 1951 and estimated results 
for last year. The outlook for the continued upward movement in earnings 
is favorable. There are several factors warranting this belief. One is the 
ability of the company to expand production, volume in the first half of 
1952 being $178.5 million, a 66 percent increase over the same period 
of 1951. An impressive feature of this showing is the 12% increase in com- 
mercial business for the half-year which points to the advance made in the 
development of its farm equipment, electrical and other divisions producing 
civilian needs. As of Sept. 30, last, unfilled orders, including approximately 
$168 million represented by letters of intent covering military items, amounted 
to $712.3 million. This amount represents a $54 million net gain in the 
third quarter, and compares with $574 million at the end of 1951. Sperry 
has no preferred shares. The only capital obligation ahead of the stock 
is a debenture issue outstanding in the amount of $20 million. 

DIVIDENDS: Payments, inaugurated in 1934, have been maintained in 
varying amounts without interruption. The current quarterly rate is 50 cents 
a share. 

MARKET ACTION: Recent price of 43, compares with a 1951-52 price range 
of High—45%, Low—26%4. At current price the yield is 4.6%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 

1942 1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 39,304 $ 13,084 $ 26,220 
Receivables, Net 41,926 52,947 -++- 11,021 
Inventories “i ; 112,262 72,187 - 40,075 
Other Current Assets 8,760 1,781 6,979 
TOTAL CURRENT ASSETS 202,252 139,999 62,253 
Net Property 9,925 26,817 + 16,892 
Investments : , : 938 841 - 097 
Other Assets ..... 2,547 1,029 - 1,518 
TOTAL ASSETS .. $215,662 $168,686 $ 46,976 
LIABILITIES 
Notes Payable to Banks $ 33,000 +$ 33,000 
Accounts Payable ........ $ 18,174 14,997 — 3,177 
Advances, etc. 96,262 - 96,262 
Reserve for Income Taxes 30,672 25,936 4,7% 
Prov. for War Contr. reneg. 34,352 — 34,352 
Other Accruals, Reserves, etc. 6,20 12,379 { 6,177 
TOTAL CURRENT LIABILITIES , $185,662 $ 86,312 —$ 99,350 
Reserves SV A Nel Oe 3,4 — 3,466 
Other Liabilities ins 1,948 3,610 + 1,662 
Long Term Debt : ; 20,000 + 20,000 
Common Stock ........... 2,015 2,031 { 016 
Surplus 22,571 56,733 + 34,162 
TOTAL LIABILITIES $215,662 $168,686 $ 46,976 
WORKING CAPITAL $ 16,590 $ 53,687 $$ 37,097 
CURRENT RATIO ....... . savaese 1.1 1.6 +4 Ss 
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UNITED AIR LINES, INC. 


BUSINESS: The company, one of the four major American air transport 
systems, operates transcontinental rovies extending to Hawaii, together with 
routes from San Diego to Vancouver. Has interline traffic agreements, entered 
into last November, with three foreign airlines, bringing to more than 
1.1 million the total route miles joined to United’s system. 

OUTLOOK: Record revenues and earnings were established by United in 
the first 9 months of 1952. Operating revenues of $118.9 million and net 
earnings of $8.2 million were up 27% and 22% respectively, over those 
for the same period of 1951. Per share earnings amounted to $3.15, com- 
pared with $3.04 on 341,000 less shares outstanding as of Sept. 30, 1951. 
Of particular significance is the success of the company in cutting operating 
cost per revenue ton mile by 3% and cost of available ton mile by 7% in 
the third quarter, a period in which substantial gains were recorded in all 
traffic categories, passenger, mail, express and freight, the gain in the 
latter running as high as 34% in ton miles. Revenue passenger miles with 
a gain of 30% was a close second when compared with 1951 period figures. 
Conservative estimates place 1952 full year’s earnings for the common 
stock at $4.25 a share, which has already resulted in an extra dividend of 
50 cents to holders of the common stock on December 15, last. Indications 
are that the current year’s operating revenues and earnings will again 
be at record levels. New transcontinental air coach schedules put into 
effect toward the close of 1952 will increase the company’s daily scheduled 
air tourist mileage from 16,700 to 20,600, and consideration is being given 
to conversion of DC-6-type planes for use in high density coach service. 
Another important advance is the company’s ability to offer greater load 
capacity with initial deliveries of a fleet of 50 twin-engined Mainliner 
Convairs last November and the maintaining of fall and winter schedules 
at virtually the summer peak. 

DIVIDENDS: Payment of the extra 50 cent dividend in 1952 brought total 
distributions to $1.50 a share, a small payout compared with earnings for 
the last two years. 

MARKET ACTION: Recent price of 29, compares with a 1951-52 price range 
of High—35%, Low—225¢. At current price the yield is 5.1%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
942 


1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 6,178 $ 26,517 +$ 20,339 
Receivables, Net 5,550 16,900 + 11,350 
Inventories 1,137 1,635 498 
Other Current Assets 2,965 870 — 2,095 
TOTAL CURRENT ASSETS 15,830 45,922 +- 30,092 
Net Property 5,926 57,528 + 51,602 
Investments 3,399 8,279 } 4,880 
Other Assets 1,201 996 — 205 
TOTAL ASSETS $ 26,356 $112,725 +$ 86,369 
LIABILITIES 
Notes Payable $ 6,032 +$ 6,032 
Accounts Pay. & Accruals $ 3,187 17,791 -+- 14,604 
Tax Reserve 3,270 9,563 + 6,293 
Other Current Liabilities 1,675 6,771 -+- 5,096 
TOTAL CURRENT LIABILITIES 8,132 40,157 +- 32,025 
Other Liabilities 277 2 277 
Reserves 1,000 377 — 623 
Long Term Debt 15,288 + 15,288 
Preferred Stock 4,112 { 4,112 
Common Stock 7,502 22,914 + 15,412 
Surplus 9,445 29,877 -++ 20,432 
TOTAL LIABILITIES .. $ 26,356 $112,725 -+$ 86,369 
WORKING CAPITAL .$ 7,698 $ 5,765 —$ 1,933 
CURRENT RATIO 19 1.1 _ 8 
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WESTINGHOUSE ELECTRIC CORPORATION 


BUSINESS: Highly diversified activities make up two categories, one being 
industrial equipment including turbine and waterwheel generators, power 
and distribution transformers, electric motors, unit sub- 
stations, etc., and the other, a wide range of electric appliances such as 
toasters, laundry machines, electric blankets, 
and many others. 

OUTLOOK: Sales and earnings of Westinghouse established new high 
records in 1952. By the end of the third quarter of the year, sales of $1,043 
million were $142 million ahead of those in the first 9 months of 1951, with 
net per share of common stock moving up to $3.02 from $2.67 in the year 
previous. Full 1952 earnings for the common are expected to top the $64.7 
million, equal to $4.03 per common share realized in 1951, per share earn- 
ings for last year being estimated at better than $4.25. Within the three 
years, 1949 to 1951, income retained in the business totaled $117.6 million. 
All of this has gone into the company’s extensive expansion, the latest 
phase of which, involving expenditures of $296 million, is well under way. 
Upon completion of plans manufacturing facilities will have increased by 
50%, presaging, with volume holding around present levels, earnings that 
would justify a material boost in the current dividend rate. Although the 
company releases no figures as to its backlog, estimates place the volume 
at a level higher than at any time since the outbreak of trouble in Korea. 
It is calculated that production of both military and civilian orders by its 
industrial equipment divisions is at a particularly high rate, and the com- 
pany itself has forecasted that appliance sales for the new year will be 
about 12% higher than in 1952. Even this may prove conservative in view 
of the aggressiveness in developing new appliances including a new tank- 
type vacuum cleaner, a new line of electric fans and a new steam iron, all 
to go on the market this year. 

DIVIDENDS: Except for 1934, has paid dividends for the last 42 years. 
Currently, the quarterly rate is 50 cents a share. 

MARKET ACTION: Recent price of 46!2, compares with a 1951-52 price 
range of High—467%, Low—34%%. At current price the yield is 4.3% 


electronic devices, 


vacuum cleaners, air cleaners 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 June 30 
1942 1952 Change 

ASSETS (000 omitted) 
Cash $ 63,111 $ 84,009 '-$ 20,898 
Marketable Securities 20,364 62,410 42,046 
Receivables, Net 99,518 181,509 81,991 
Inventories 156,652 422,589 265,937 
Other Current Assets 10,046 24,353 14,307 
Prog. & Adv. Billgs. on Contr. (cr)41,891 (cr)88,122 + 46,231 
TOTAL CURRENT ASSETS 307,800 686,748 -|- 378,948 
Net Property 90,489 203,939 +- 113,450 
U. S. Gov. Sec. for Expan. Prog. 115,000 115,000 
Other Investments 25,578 19,147 — 6431 
Other Assets 9,115 28,518 - 19,403 
TOTAL ASSETS $432,982 $1,053,352 +-$620,370 
LIABILITIES 
Notes & Accounts Payable $ 16,396 $ 23,344 +$ 6,948 
Accruals 55,841 31,443 — 24,398 
Tax Reserve 60,758 90,459 -+- 29,701 
Other Current Liabilities 9,639 32,656 + 23,017 
TOTAL LIABILITIES 142,634 177,902 -+- 35,268 
Other Liabilities 681 13,703 + 13,022 
Reserves 26,168 38,636 + 12,468 
Long Term Debt 20,000 198,842 -+- 178,842 
Preferred Stock 3,998 50,000 -+- 46,002 
Common Stock 156,329 195,803 + 39,474 
Surplus 83,172 378,466 -+- 295,294 
TOTAL LIABILITIES $432,982 $1,053,352 -+ 620,370 
WORKING CAPITAL $165,166 $508, 846 + 343,680 
CURRENT RATIO 2.1 3.8 + 7 











—How Bendix Aviation — Thompson 
Products — Borg-Warner Compare 


By STANLEY DEVLIN 


co” industry could mean the difference 
between prosperity and just an ordinary year in 
1953. Automobile manufacturing is that important. 
Production of 5 or 6 million motor cars and trucks 
with an average factory price of about $2,000 would 
mean gross income for the manufacturers of well 
over $10 billion and a corresponding substantial 
income for parts producers. Such activity also would 
mean a large contribution to workmen in automo- 
tive plants. 

Whether or not such a picture unfolds in the com- 
ing year remains to be seen. Prospects appear prom- 
ising, however, judged by prevalent conditions. Per- 
sonal income has mounted to a record high level and 
seems still to be climbing. Sales of new cars have 
been on a reduced scale for a couple of years and. 
other things being equal, a recovery would be logi- 
cal. Consumer interest likely would be stimulated 
by a cheerful business environment — that is, not 
threatened by serious international affairs — by at- 
tractive new designs at prices no higher than a year 
ago and by generous term allowances. Competition 
is sufficiently keen to assure reasonable prices on 
1953 models, which incidentally are regarded by style 
experts as especially appealing to would-be buyers. 

A relatively high rate of deterioration has con- 
tributed to a broader market for new cars. Annual 
obsolescence now approaches 4 million cars. This 
means that from 75 to 80 per cent of a good year’s 
production is required to replace jalopies that are 
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.. Three Leading . . 


Auto Accessory 
Companies 


junked. High wages in repair shops have tended 
to minimize maintenance and to accelerate wear and 
tear on motor cars with the result that the average 
life of an automobile is shortening. There is a strong 
basis, therefore, for counting on a minimum annual 
production of new cars of 3.4 to 4 million merely 
to meet normal replacement demands. Any increase 
in the number of cars on the road, stimulated by 
growing population and by rising living standards, 
would mean boosting production even in a normal] 
year to more than 5 million units. 

In appraising prospects for manufacturers of 
essential motor car components the investor must 
take into account two important factors — namely, 
the likelihood of a high rate of production for mili- 
tary requirements and the trend toward adoption 
of new developments such as automatic transmis- 
sions, power steering devices and other gadgets add- 
ing to the cost of motor cars but contributing to 
driving pleasure. Profit margins on such items are 
wider than ordinary accessories such as carburetors, 
brakes, bumpers, windshield wipers and the like. 
Accordingly, the trend seems to favor a steadily 
improving volume for parts makers. 


Reversal of Vertical Integration Trend 


Confidence in the future of accessory companies 
also has been strengthened by decisions of major 
motor car manufacturers not to attempt to produce 
their own components. In short, the major automo- 
bile companies have learned that parts makers spec- 
ializing in the manufacture of mufflers, connecting 
rods, valves, pumps and a score of similar products 
can obtain lower costs than the car manufacturers 
could hope to achieve. Vertical integration in the 
motor car industry has been reversed in the last 
two decades. 
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In the light of these observations on the accessory 
industry, it may be appropriate to study the records 
of three leading representatives — Bendix Aviation 
Corporation, Borg-Warner Corporation and Thomp- 
son Products, Inc. All of these companies are 
strongly entrenched in their specialties and show 
promise of heading for future growth. Detailed sta- 
tistics supporting brief comments in the following 
paragraphs will be found in these pages. 


Bendix Aviation 


As indicated by its title, Bendix Aviation Corpora- 
tion serves primarily the aircraft manufacturing 
industry —even though it is one of the major pro- 
ducers of automotive accessories. In sales volume 
it is one of the largest companies under review here. 
The company’s broad list of products includes hy- 
draulic mechanisms, landing gear, communications 
and navigational equipment, ignition and electrical 
devices, brakes, wheels and numerous other smaller 
items. 

Shipments in the fiscal year ended September 30 
are estimated to have exceeded $500 million, of 
which probably $400 million represented military 
supplies. This volume compared with $340.5 million 
for the previous year, of which 65 per cent repre- 
sented military shipments. 


has developed a mechanism for power steering, which 
is becoming increasingly popular in new models of 
passenger cars. Components used in making power 
steering equipment are supplied to the industry. 
Bendix also is a leader in manufacturing power- 
braking equipment, which may find wider utiliza- 
tion in passenger cars of the future. Automotive 
products accounted for about 25 per cent of ship- 
ments in the 1951 fiscal year, but the proportion 
may have been smaller in the last twelve months. 

Diversification is being achieved through expan- 
sion of electronic devices and through increased 
emphasis on television appliances. Extensive re- 
search is being conducted on electronic computing 
equipment as well as on devices used in the field of 
guided missiles. Altogether, Bendix engineers are 
devoting large sums to furtherance of numerous 
projects which hold promise for extensive growth. 


Bendix would be a logical beneficiary of elimina- 
tion of excess profits taxes if it were not for the fact 
that a high percentage of shipments goes to the 
military forces. Such orders probably will be subject 
to renegotiation and profit margins may be trimmed 
if earnings are enlarged by tax relief. Nevertheless, 
it is interesting to observe that in the fiscal year 
just ended pretax income was running at the rate 
of 9 per cent of sales for the first three quarters, 











Complete figures for the lat- 
est fiscal year were due to be 
published at the time of this 








writing and may be available 
upon publication of this arti- 
cle. The formal annual report 
is expected to show net profit 











for the fiscal year approximat- 
ing $7 a share, compared with 
$5.58 a share for the previous 
year and with $8 a share in 
1950, when record earnings 
were reported. 

Expansion in Bendix Avia- 
tion’s business can be attrib- 
uted in large measure, of 
course, to the rapid buildup of 
military preparedness, but 
much progress would have 
been accomplished without 
the influx of military orders. 
The trend toward adoption of 
a great variety of automatic 
equipment on aircraft de- 
signed to increase aircraft 
safety accounts for additional 
sales. Bendix has been a lead- 
er in research and has devel- 
oped many devices now in- 
cluded as standard equipment 
in commercial aircraft. The 
company’s leadership in its 
field is explained to a great 
extent by the management’s 
exceptional stress on research 
activities. 

Research has enabled Ben- 
dix to bring forward new 
automotive equipment that 
promises to sustain growth in 
the years to come. As a pi- 
oneer in hydraulics, Bendix 
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Comparative Statistical Summary — 3 Leading Auto Parts Makers 
Bendix Thompson 
Aviation Borg-Warner Products 
CAPITALIZATION: as of 6/30/1952 9/30/1952 9/30/1952 
Long Term Debt (000 omitted) $ 15,000 
Preferred Stock (000 omitted) $ 17,500 $ 9,467 
Common Stock (number of shares) 2,117,453 2,512,522 1,182,467 
INCOME ACCOUNT: For Year ended 9/30/1951 12/31/51 12/31/51 
Net Sales (000 omitted) 1952 (1st 9 months) $382,078% $253,698  $188.970 
W950 .... $340,540 $369,166 $194,899 
OPERATING EARNINGS (000 omitted) 1952 (1st 9 mos.) $ 34,273! $ 38,136! $ 17,4211 
1951 $ 30,690 $ 64,400 $ 21,658 
OPERATING MARGIN 1952 (Ist 9 mos.) 9.0%* 15.0%" 9.2% 
1951 9.0% 17.4% 11.1% 
NET INCOME (000 omitted) 1952 (Ist 9 mos.) $ 10,338 $ 13,701 $ 6,101 
1951 $ 11,818 $ 21,219 $ 7,687 
NET PROFIT MARGIN 1952 (Ist 9 mos.) 2.7% 5.4% 3.2% 
1951 3.4% 5.7% 3.9% 
NET PER SHARE 1952 (Est. Full Yr.) $ 7.00 $ 8.50 $ 6.75 
1952 (Ist 9 mos.) $ 4.883 $ 5.54 $ 4.93 
1951 $ 5.58 $ 8.84 $ 6.20 
TOTAL AMOUNT PER SHARE EARNED, 1947-1952* $ 38.24 $ 61.29 $ 34.06 
TOTAL AMOUNT PER SHARE PAID OUT, 1947-1952* $ 19.50 $ 29.05 $ 10.87 
TOTAL AMOUNT PER SHARE RETAINED, 1947-1952* $ 18.74 $ 32.24 $ 23.19 
DIVIDEND 1952 (Indicated) $ 325 $ 5.00 $ 2.00 
1951 $ 3.00 $ 5.00 $ 2.00 
RECENT PRICE 64 79 58 
DIVIDEND YIELD (On 1952 Div.) 5.8% 6.3% 3.4% | 
PRICE-EARNINGS RATIO (To 1952 Net) 9.8 9.3 8.2 
BALANCE SHEET ITEMS (000 omitted) as of 6/30/1952 9/30/1952 9/30/1952 
Cash & Marketable Securities n.a. $ 82,850 $ 18,131 
Cash Assets as % of Current Assets n.a. 48.1% 17.1% 
Inventories n.a. $ 55,919 $ 56,020 
Total Current Assets $203,047 $172,396 $106,456 | 
Total Current Laibilities $126,345 $ 64,313 $ 68,251 
Net Working Capital $76,702 $108,083 $ 38,205 
Current Ratio 1.6 2.7 1.5 
Net Property Account $ 37,027 $ 57,141 $ 34,820 
Total Assets “ $247,455 $236,984 $144,277 | 
Book Value Per Share $ 57.20 $ 63.22 $ 43.64 
Percent Earned on Invested Capital — 1951 11.3% 13.9% 13.5% 
*—Includes 1952 estimate. 3—9 months ended June 30, 1952. 
1_Pre-tax earminas. n.a.—Not available. 


2—Pre-tax margin. 


























suggesting that net before taxes for the year may 
have approximated $25 a share. If one could assume 
that earnings would not be seriously cut back by 
readjustment of orders, it would seem reasonable 
to project net profit for the current fiscal year at 
$10 to $11 a share. 


With the benefit of additional modern equipment, 
the company is well situated to continue favorable 
operations. Financial position remains impregnable 
after the expenditure of more than $40 million in 
recent years on additional plants and equipment. 
Retained earnings were used to a considerable ex- 
tent in financing improvements. 


Except for a $60 million bank credit, only half 
of which has been drawn upon, the company has no 
indebtedness. Capitalization consists of 2,117,453 
shares, on which 1952 dividends of $8.75 a share 
were paid. While the stock had an appreciable ad- 
vance last year, or from approximately 45 to 60, it has 
still not fully reflected its strong earnings outlook 
and, especially, its well defined growth potentialities. 


Borg-Warner Corporation 


Favorable outlook for motor car manufacturers 
over the coming season of active demand should hold 
promise of a high rate of activity in Borg-Warner 
plants. Improvement in sales of household appli- 
ances is expected to give impetus to operations 
through the first half of 1953. This development 
contrasts with the experience of recent years, when 
profitable operations in accessories were handicapped 
by adverse results in the household appliance 
division. 

Automobile output is destined to recover sharply 
in the coming six months. Steel and other essential 
raw materials are expected to prove more plentiful 
than in two years. Although restrictions apparently 
are to be continued, government agencies have indi- 
cated that passenger car production may be boosted 
to 1.5 million units in the first quarter of 1953 if 
manufacturers can obtain the requisite steel either 
from conversion sources or from abroad. Detroit 
observers are more cautious in forecasting output 
in the March quarter at about 1.2 million cars. In 
any event, the industry seems confident that buyers 
will be available to take all the cars that can be 
manufactured. 


More successful results are anticipated for Borg- 
Warner in 1953 because the handicap of scarce ma- 
terials is expected to be avoided and labor disputes 
which closed nine Borg plants for about two months 
in the third quarter of 1952 seem unlikely to be 
repeated. Capacity operations are conducive to op- 
erating economies which are expected to prove 
helpful over the coming six months. Net profit for 
the fourth quarter of the year just ending is esti- 
mated to have approximated $3 a share, and it is 
thought that this showing can be carried through 
the first six months of 1953 if no unfavorable eco- 
nomic developments transpire. Such a_ prospect 
points to decided improvement in 1953 results. 


Net income in the first half of 1952 was equiva- 
lent to $4.52 a share on $185.5 million of sales and 
in spite of numerous handicaps earnings in the third 
quarter slightly exceeded $1 a share to bring the 
nine months’ showing to $5.54 a share, compared 
Results for the full year are expected to approxi- 
with $6.43 in the corresponding period of 1951. 
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mate $8.50 to $8.60 a share, against $8.83 for 1951. 
Sales for the year are estimated at about $375 mil- 
lion, against $369.2 million for 1951, which was 
equal to about $150 for each share of common stock. 

Elimination of excess profits taxes would prove a 
tonic for earnings in the last half of 1953 if indus- 
trial activity should begin to subside at that time. 
Of 1951 taxes approximating $37 million, it is esti- 
mated that excess profits levies took about $6.7 
million, or approximately $2.70 a share. The 1952 
EPT bill may mean an assessment equivalent to 
about $2 a share. 


The company’s commanding position in the auto 
accessory field may be attributed to the manage- 
ment’s policy of diligent research. Large expendi- 
tures on engineering have paid off in the develop- 
ment of new ideas—such as the automatic trans- 
mission, which is expected to become standard equip- 
ment on virtually all passenger cars in another few 
years. With adoption of operating economies and an 
expansion in volume, costs presumably can be low- 
ered significantly. A power steering device also has 
been perfected and is expected to be introduced to 
the public on new Studebaker models. Other prod- 
ucts from the research laboratories are scheduled 
to gain management’s approval in due course. 

The high investment standing achieved by the 
stock finds support in the management’s well known 
policy of conservative finances. Current assets more 
than double current liabilities at $172.4 million 
against $64.3 million as of September 30. Cash and 
government securities totaled $82.8 million. Divi- 
dends have been fairly generous considering the need 
for reinvestment of earnings in additional plant and 
equipment. Distributions came to $5 a share for 
1952 as well as for 1951, but in 1950 payments 
amounted to $6 a share. In the last six years divi- 
dends have averaged $4.94 a share. Unlike Bendix 
Aviation which still has some distance to go before 
discounting its earnings, Borg-Warner now seems 
sufficiently high and better buying opportunities 
should be awaited. 

Capitalization consists of 179,500 shares of 3.5 
per cent preferred stock and 2,512,522 shares of 
common. There is no funded debt. 


Thompson Products, Inc. 


As one of the country’s leading suppliers of auto- 
motive engine parts, Thompson Products diversified 
its operations along natural lines by expanding into 
aircraft components. The company now is a major 
producer of parts for jet engines. Automobile acces- 
sories continue to account for a substantial volume 
of business, however, and promise to contribute a 
stabilizing influence as the aircraft program even- 
tually contracts to more nearly normal proportions. 
As in the cases of Bendix Aviation and Borg-Warner, 
research has enabled Thompson Products to gain a 
commanding position in the field of reciprocating 
and jet engine components. 

Half a century ago in the early days of the pas- 
senger car, Thompson engineers carved a niche for 
the company by perfecting essential engine parts and 
by providing manufacturing “know-how” that per- 
mitted plants to turn out materials at prices so eco- 
nomica] that motor car manufacturers found it expe- 
dient to buy their parts rather than attempt to make 
them. This philosophy has guided the destiny of the 
company ever since. (Please turn to page 424) 
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Out of this large number of 
laggard stocks, we have selected 
twelve which are typical in mar- 
ket performance. These are 
listed in the accompanying table. 
It should be noted that while 
most of the stocks declined in 
accord with earnings, there were 
several whose earnings actually 

: increased without, however, 
having a beneficial effect on the 
shares. In such cases, it is neces- 
sary to seek elsewhere for a rea- 
son for the sluggish market ac- 
tion. This we have attempted to 
do in the following brief analysis. 
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HH Burroughs, in recent years has not 
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Have Best Chance 
of Recovery? 


































































































1952 Laggards 























only been one of the several hundred- 
odd stocks which have acted slug- 
gishly but has also been a laggard in 
its own group. The explanation for 
this is to be found in the unexciting 
earnings record for the last five 
years, or from 1948 when fairly satis- 
factory net of $2.52 a share was 
shown, down through the succeeding 
years in which the annual average 
was slightly more than $1.50 a share, 
with 1952 estimated at $1.40 a share. 
While earnings have been stable for 
the last four years, the fact that they 
4 have been unable to rise in a period of 
; generally high sustained business ac- 
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i tivity has not been conducive to much 
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ssssssessecs market enthusiasm for the shares. 














Giving full recognition to the com- 
pany’s high rank in the business ma- 
chine field there still remains the de- 
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pressing factor of competition and 



































the development of new equipment by 
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By GEORGE L. MERTON 


W nite 1952, particularly the last two months, 
may be regarded generally as a successful stock 
market year, it is nevertheless true that for a great 
many stockholders there was little reason for rejoic- 
ing. A considerable number of issues either wound 
up the year about even so far as the close of 1951 
is concerned, or behind in varying degree. This 
behavior, which was quite widespread, attests to 
the marked selectivity of the stock market. Accord- 
ingly, the stock market list was sprinkled quite as 
liberally with “laggards” as with brilliant per- 
formers. 

Earnings being the dominant factor in stock 
prices, it follows that stocks of companies whose 
earnings fell behind, for one reason or another 
should be neglected in favor of others whose trend 
of profits was upward. Since more than half of 
reporting corporations showed a decline in profits 
in 1952, from nominal to substantial, it is not sur- 
prising that such a comparatively large proportion 
of stocks should have had indifferent market records. 
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somewhat behind in the race. Al- 
though total revenue for the first nine 
months of last year of $109.2 million 
indicates a new record as far as vol- 
ume is concerned, a considerable por- 
tion represents defense work with a small profit 
margin. In its efforts to reverse the earnings trend, 
Burroughs has been stepping up research, especially 
in electronics, and has expanded overseas produc- 
tion facilities. In keeping with this program, it 
floated an issue of $25 million 332% S. F. Debentures 
last May to retire short-term bank indebtedness, 
construct a new research laboratory, and to provide 
additional working capital. Current efforts should 
eventually be productive of results, but for the time 
being there does not appear to be any reason for 
the stock to break out of its five-year price range. 
The sluggishness of this stock stands out when com- 
pared with the market action of other members of 
the business equipment group. 

On the basis of the prevailing dividend rate of 90 
cents plus 10 cents extra annually, to yield a return 
of 6.2%, the stock is considered to be adequately 
priced, and therefore while not attractive from the 
standpoint of price appreciation, can be retained for 
the satisfactory income. 
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Chicago, Milwaukee & St. Paul 


Along with other rail stocks outside the category 
of investment issues, this road’s common shares 
were relatively quiet throughout all of 1952, the full 
range of the issue’s price movement being five and 
three-quarter points between a low of 1814 and a 
high of 24. The road, since completion of reorganiza- 
tion in 1945, has had an erratic earnings career 
with 1945 net of $3.99 a share being followed by a 
deficit of $1.15 a share in 1946, smaller deficits in 
the years 1947-49, and then rising to a profit of 
$4.16 a share in 1950, and receding to $1.75 in 1951. 
This record, however, is dwarfed by the expendi- 
tures made by the road for maintenance in each of 
the last seven years, the peak being reached last 
year with expenditures of $69.4 million. That figure 
was excelled in 1952, as indicated by the first 10 
months’ total of $67.6 million. 

The material improvements resulting from this 
program, together with the progress made in mod- 
ernizing motive power —about 80% of operations 
now being handled by diesel or electric locomotives— 
have cut costs and laid a strong base for future 
earnings. This may not be apparent in last year’s 
statement in view of the continued heavy main- 
tenance expenditures and the unfavorable effect on 
midsummer operations produced by the steel strike. 
In all likelihood, net for the common stock in 1952, 
will equal $2.50 a share. The immediate outlook, 
barring an appreciable falling off in traffic volume, 
appears favorable, and inasmuch as the company is 
in a strong financial position the 1952 dividend pay- 
ment of $1 a share should be duplicated this year, 
with the possibility of the 1950 rate of $2 being 
restored. 

The long-range speculative potentials of the com- 
mon stock give the issue a measure of attractiveness 
at recent price level and the oil possibilities inherent 
in some of the company’s land holdings should also 
be considered. For these reasons, the stock should 
be retained but only as a speculation. 


Colgate-Palmolive-Peet & Proctor & Gamble 


The peak of consumer demand for soaps and 
detergents which was due to the Korean war was 
reached in 1951. A subsequent downtrend developed 
in the industry with a reversal in commodity prices, 
especially detergents. Severe unit competition ensued. 

In recent months, the general down-trend has 
flattened-out, so that the basic outlook has tended 
to brighten somewhat. Over the near-term, tonnage 
sales of soap and synthetic detergents are expected 
to rise moderately further and profit-margins should 
benefit from lower raw material costs. 

Beclouding the outlook for the major soap equities, 
the Department of Justice, December 11, 1952, filed 
an anti-trust suit against these companies including 
Colgate and Proctor, seeking to break-up the con- 
cerns into a group of smaller competing companies. 

Sales of Colgate-Palmolive-Peet for the first 9 
months rose 9% to $188.9 million over the 1951 
period. Reported earnings were $2.94 per share, up 
sharply over the $1.63 for the three-quarter span 
a year earlier. Full 1952 returns are likely to range 
between $3.50 and $3.65 per share. The company 
faced two large extraordinary expense items in 1951 
with which the 1952 income account will not be 
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burdened, namely the $5 million inventory loss plus 
the $2.5 million emergency cost of the Kansas City 
flood. 

Proctor & Gamble, despite a substantial decline 
in prices, sales were off only 5% in the fiscal 
year ended June 30, 1952, amounting to $818 million 
compared with $860.6 million the year before. Nar- 
rower margins and other items resulted in a dip in 
annual net to $4.32 a share from $5.31 in fiscal 
1951. For 1952-53, the first quarter, ending Septem- 
ber 30th, started favorably with sales topping the 
same three months of the year previous $212 million 
against $204 million, and earnings, $1.31 per share 
compared with $1.22 in the 1951-52 span. New prod- 
uct developments are also expected, which will add 
to the earnings base. 

From the postwar lows set early in 1949, Colgate 
and Proctor outperformed the market through early 
1950, both making tops early in 1951. Each then 
gradually tapering down in market-price to form 
bases, around 42 for Colgate and 64 for Proctor. 
Both the operating and economic near-term outlook 
appear more favorable for the two companies. In 
each case, the stocks have rallied from the lows. 

The present high output of soap and allied prod- 
ucts is expected to continue well in 1953 and sug- 
gests betterment in operating profits and probably 
a modest increase in final net. Current dividend rates 
of both equities seem secure, but security-price ap- 
preciation possibilities are not outstanding for the 
near-term. Both issues, however, have investment 
merit and may be held for income. 


Corn Products Refining 


By comparison with 1952 price movements of 
other issues, Corn Products common gave a lack- 
lustre performance. The sluggishness of the stock, 
moving within a price range of 73 high and 65% 
low, reflected the lowered demand from industrial 
users of the company’s products and the resultant 
disappointing earnings showing, particularly in the 
first half of last year. For that period, net for the 
common stock was equal to $1.46 a share, compared 
with $2.49 in the 1951 first half. The company 
showed $5.09 a share for that year, against $8.44 a 
share in 1950, a year of exceptional conditions to 
which the Korean outbreak was no small contributor. 
Final 1952 results are likely to be much better than 
indicated by the first nine months’ showing. Inti- 
mations are seen in third quarter net of $1.12 a 
share, bringing earnings up to $2.59 a share for the 
nine months. The final quarter net should bring the 
full year to close to $4.10 a share. 

Of considerable importance to Corn Products, 
which continues to account for about 50% of the out- 
put of wet milling corn products, is the strides made 
in the development of new chemical uses for agricul- 
tural products. Only last June, a new plant was put 
into operation for the production of glucuronolactone 
acid, an antitoxin derived from corn for the treat- 
ment of rheumatism, arthritis and other physical 
disturbances. This output is expected to be soon 
followed by the production of zein, used in the manu- 
facture of synthetic fibers, and plans have been about 
completed for another new plant to make inositol 
used in connection with certain heart ailments. The 
intensive research being done by Corn Products in 
this segment of the chemical field enhances the 
growth possibilities of its stock. The company has a 
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12 Issues That Lagged During 1952 
1e 
al Percent 
yn Price Range Decline 
1952-1951 From Earned Per Share 
r- Recent 1952-51 Est. Indicated Div. 
al High Low Price Highs 1952 1951 Div. Yield 
a 
n- Burrcughs Adding Mach. 1834 137% 1638 10% $1.40 $1.52 $ .90 5.5% 
ne Chicago, Milw. & St. Paul & Pac. 30 17% 2012 31 2.50 1.75 1.00 4.4 
yn Colgate Palmolive Peet 5512 40% 44)2 20 3.50 2.66 2.001! 4.5 
Corn Products ......... 7934 65% 69 13 4.10 5.09 3.60 5.1 
re Dresser Industries .. 275% 2012 23% 16 4.27 3.77 1.60 69 
d- International Harvester 3738 2978 3154 16 3.00 4.36 2.00 6.3 
1d Joy Manufacturnig 383% 29% 3334 13 5.41 5.74 3.1212 9.3 
Montgomery Ward & Co.............ccccees 75% 552 60328 20 7.00 8.14 3.00 4.9 
Proctor & Gamble 80 62% 67 16 4.322 5.31 2.60 3.8 
ite Pullman Co. ..... .. 48% 39%2 407 17 4.00 4.69 3.00 7.3 
‘ly Smith (A. O.).... 39% 32% 352 10 5.02° 7.00 2.00 5.6 
en Western Union .... : 4712 3234 40% 18 4.85 3.00 7.4 
i 1_Plus stock. *—Fiscal year ended June 30, 1952. 3—Fiscal year ended July 31, 1952. 
ok 
In 
VS. consistent record of dividend payments over the last common stock for the last few years with lack of 
1a. 33 years which gives its common stock a high rating action being accentuated in 1952 by the failure of 
1g as a dependable income producer with good long- the stock to recover to its 1951 high of 377%. Among 
sly term potentials. It should, therefore, be retained. the factors accounting for its lagging pace during 
tl 1952 is the company’s earnings record. Net in the 
‘p- Dresser Industries nine months to July 31, last, was equal to only $2.57 
fino a share, against $3.36 in the same period of the 
nt Failure of Dresser’s common stock to get out of its previous fiscal year. This decline was recorded de- 
market rut during the last year can be accounted spite the fact that sales of $986 million in the 1952 
for by the lack of interest in issues of this type period were up by $52 million over those for the 
because of absence of proved investment merit. This earlier year. Operations, however, in the third quar- 
explanation stands notwithstanding the fact that the ter of 1952 were hampered by the steel strike and 
of company, benefitting from the great increase in both by strikes in the company’s own plants, the effects 
ck- the oil and gas industries, has reported rising earn- of which will be seen in fourth quarter operations 
ck, ings in each of the last four years. In that period per in which sales volume, based on preliminary figures, 
3, share earnings for the common have advanced from amounted to $209.9 million, $64.2 million under the 
tal $3.02 in 1949, to $3.68 in 1950 and $3.77 in 1951, previous year's fourth quarter. 
ant | With preliminary figures for the year ended Oct. 31, Aside from losses caused by partial shutdowns due 
the | 1952, showing net of $4.27 a share on net sales of to strikes, Harvester has been confronted with the 
the | $127.3 million, up by more than $21 million from necessity of fulfilling defense contracts on a small 
red previous year’s volume. profit margin, higher material costs, increased wages 
uny The company and its subsidiaries manufacture a and other expenses. These developments come at a 
4a | wide range of equipment for gas and oil well drill- time when it has to meet greater competition in the 
to | ing, oil refining, gas transmission and distribution, farm machinery field. The company early in 1952 
‘or. | With other products going into industries producing obtained a five year term loan of $125 million and 
han | such diversified products as jet aircraft engines, increased its long term debt by borrowing another 
nti- | diesel locomotives, diesel engines and compressors, $100 million at 314% in November, last year, to 
24 and many others. As of July 31, last year, its back- finance expansion and development. The first annual 
the | log of orders totaled $65.1 million against $65.6 mil- payment of $5 million on the latter loan does not 
the lion a year earlier. While it is possible that a mod- come due until October, 1963, but interest payments 
erate decline from the record high levels of sales will require $3.5 million per annum until that time. 
cts, and earnings for the year ended last October may be While net earnings for the common stock in the 
yut- | eXperienced in the current fiscal year further expan- 1951-52 fiscal year will amply cover dividend re- 
ade | Sion of the natural gas and petroleum industries quirements of $2.00 a share, indicated earnings 
cul- furnish a good basis for Dresser’s | longer-term trend and evaluation of apparently limited possibil- 
put growth prospects. It is the company’s announced ities in the foreseeable future should continue to 
one | Policy to conserve cash resources as much as pos-_ restrict the market action of the issue. 
eat- sible in order to build a strong cash position — as of 
ical Oct. 31,1951 it had $10.2 million on hand—for further Joy Manufacturing 
oon | expanding the competitive position of its products. 
nu- In view of this aim it is unlikely that stockholders After selling at a 1948 high of 4314, the capital 
out ean look forward to an early increase in the cur- stock of Joy Manufacturing developed into a dismal 
sitol | “ent, $1.60 dividend and should be content to hold performer, receding in price to a 1950 low of 23%. 
The the issue for present income. Since then, however, it has gradually recovered to 
3 in ; a 1952 high of 383%, and as the year ended was mani- 
the International Harvester festing a better price tone around 35. Failure of 
as a ) : the issue to do better marketwise may be partially 
Sluggishness has marked the action of Harvester’s explained by the erratic (Please turn to page 426) 
EET 
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he BOND Market 


Outlook for 1953 


tion will tackle the tasks of moving toward tax cuts, improv- 
ing government practices, eliminating waste and non-produc- 
tive work, terminating unnecessary and disruptive controls, 
or the longer-term headache of preventing a post-remobiliza- 
tion recession, remains to be seen. But in the realm of fiscal 
matters, one thing appears certain. The “independent” status 
of the Federal Reserve System has been greatly strengthened, 
and the possibility that the executive branch of the govern- 
ment may at some future date attempt to coerce the nation’s 
central bank into a policy of low interest rates without regard 
to economic conditoins has been largely eliminated. 








By J. S. WILLIAMS 


¢f a general trend of yields on U.S. Gov- 
ernment securities—the fundamental yardsticks 
against which all other credit and financing costs 
throughout the economy are measured — continued 
upward in 1952. Assuming a continuation of the 
current high level of business activity, coupled with 
the expectation that the market for Treasury secur- 
ities under the incoming Administration will more 
than ever respond primarily to the influences of 
economic forces rather than the “dictates of state” 
as it had up until recent years, there is little rea- 
son to believe that the downward drift toward lower 
bond prices and higher interest yields will be re- 
versed in 1953. 
_ However, with the “reins of federal affairs” shift- 
ing between political parties for the first time in 
two decades, and with analyses of the changes in 
governmental, foreign, and domestic policies which 
usually accompany such a shift still somewhat 
clouded, the prospects for fixed income investments 
are fraught with many possibilities. How many 
knew when Roosevelt was first elected in 1932 that 
shortly thereafter the price of gold would be re- 
valued. By this, it is not implied that the new Admin- 
istration has any such drastic fiscal ventures in store 
for the American economy. It is meant merely to 
point out that oftentimes in past financial history, 
what has actually happened has not always been 
what the majority of “experts” anticipated. 


Independence for Federal Reserve 


Just exactly how and when the new Administra- 
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Any appraisal of the outlook for bond prices and 
long-term interest rates must take into account many 
and varied influencing factors. Basically, they fall 
into two major categories: the demand for and sup- 
ply of investment funds, which is determined largely 
by the nation’s general business condition and the 
rate of economic activity; and the policies of the 
monetary authorities, namely, the debt management 
policy of the Treasury plus the money and credit 
management policy of the Federal Reserve System. 

As to the current business level, never in our his- 
tory, with the exception of wartime years, has indus- 
trial activity been so high. Nearly every major eco- 
nomic and business indicator is at or very close 
to record peacetime levels. And on top of that, much 
of pessimism and “so-so” attitude that prevailed 
in some quarters last summer has turned into an 
astonishing degree of optimism, particularly since 
the November election. 

On balance, the demand for investment funds in 
1953 should continue high. State and local govern- 
ment financing set an all-time high of around $4.2 
billion in 1952, but public construction is expected 
to increase still further in 1953. The volume of cor- 
porate financing may decline due to the fact many 
businesses are meeting their cash requirements 
needs through depreciation charges and reinvested 
profits. The Treasury borrowed approximately $7 
billion during the last half of 1952, but to what 
extent this will be offset by the seasonal pattern of 
tax collections early in 1953 cannot be determined. 
But with a continued rise in defense spending it is 
reasonable to assume that over the next 12 months 
there will be an increase in Treasury borrowing. 

The volume of funds available for investment in 
the coming year should equal or even surpass the 
total of 1952 due to the continuing high rate of 
individual savings resulting from peak employment. 
Commercial banks’ time and savings deposits may 
not be quite as large as in ’52, but the funds that 
can move into the capital market from life insurance 
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companies, mutual savings banks, savings and loan 
associations, and pension funds will continue to 
increase, if business activity and employment con- 
tinue high. 

Turning to the role of the Federal Reserve System 
and its principle function of regulating the supply 
of bank money, or credit, we find upon looking back 
over 1952 that the rise in defense spending and 
overall economic activity was achieved while the 
System maintained its policy of “neutrality,” that 
is, holding back on the pumping of additional credit 
into the banking system through the purchase of 
Government securities. 


A Freer Money Market 


Actually, 1952 was the first full year since before 
World War II that the money market responded 
principally to economic forces, as the now famous 
Treasury-Reserve “accord” was reached in March 
of 1951. This naturally had its repercussions during 
financing phases, as all segments of the market had 
to reappraise their responsibility while relearning 
the techniques of a free market. 

Because of this “neutral” policy, member banks 
had to resort to the discount window to replenish 
reserves, resulting in higher yields on short-term 
securities. The Treasury bill rate in a particularly 
stringent market during Christmas week zoomed to 
a new 19-year high of 2.228 per cent. True, the 
Federal Reserve stepped into the market upon occa- 
sion to facilitate Treasury financing or to ease 
money rates over a particular tight period, but its 
general policy, in a period of relatively rapid loan 
expansion, was to allow normal economic forces to 
tighten the money market and to exercise restraint 
upon the extension of credit. 

As a result, credit was not too abundant or easy 
in the past year but at the same time 


into more manageable proportions by correcting the 
topheavy position of the short term debt through 
a process of funding floating debt and by pushing 
maturities on future borrowings to longer matur- 
ities. In this manner, Government securities could 
be made attractive to permanent investors, particu- 
larly to savings institutions which at the present 
time regard U.S. Governments as a temporary in- 
vestment. This in turn, would alleviate the burden 
of the constant turnover of securities on both the 
Treasury and the Federal Reserve System. To take 
this step, means in effect, that the concept of a 2, 
214 and 214 per cent scale on long-term Govern- 
ments, which prevailed in Treasury circles until 
a year ago, is dead. 


Recent Record of Offerings 


The Treasury last Spring offered a 234 per cent 
non-marketable bond, the same bond which was 
offered for exchange against 214 per cent issues in 
1951, following the Treasury-Federal “‘accord.” This 
time it was offered as a combination of cash and 
exchange against certain 214 per cent bonds not 
included in the earlier operation. The issue proved 
unsuccessful from the standpoint of raising new 
cash. In fact only $318 million of new money was 
obtained from private investors. Including ex- 
changes, only $1,758 million of non-marketable 234, 
per cent bonds were issued, indicating a distinct 
investors’ distaste for non-marketable securities. 
Later in the year the Treasury offered two market- 
able issues of 234 per cent bonds and received good 
response from non-bank investors. Bonds totaling 
$24.5 billion bearing 2 per cent and 214 per cent 
coupons which might have been called during the 
year, were not called because they could not be 
refunded at an interest (Please turn to page 424) 









































it was sufficient to meet the require- 
ments of the economy, thus making it Bonds for Investment 
possible to maintain high levels of —— 
production and employment without Recent Price % 1951 Interest 
rekindling inflationary fires. caeenamais Call Price Market Range 1952 Yield Times Earned 
Although there is nothing to indi- ae a N.C. 11914 121%6-11658 «= 3.15 3.17 
cate that the Federal favors a high Cancel Sites of 16. ¥. 
level of interest rates as an end in Ist & Ref. H 334s ‘82 105.39 10458 = 10534-10258 9 3.11 3.63 
itself, as long as the ‘“‘boom” con- N. J. Bell Telephone 
tinues the Federal can be expected Pie a hg —_— ee «8 oe 
to employ restrictive credit measures ciegergi “ NC. WI 111-104 3.45 4.34 
which would result in higher interest Virginia EL & Pw. 
rates and lower bond prices. Like- Ist Ref. J 3% ‘82 w. 104.55 102 102%4-101!2 3.13 4.64 
wise, in the event of a downturn, the Brooklyn Union Gas 
Arh 2%, ! : 3 Va- 92) 19 3.43 
Federai, even under an Administra- ee ag _ = a s 
tion not committed to a low interest Perp. Con. Deb. 4s N.C. 103% 106 - 99% 3.88 4.37 
rate policy, would probably ease its Pac. Gas & El. 
credit measures which would bring a Ist Ref. I 3¥2s ‘66 ...... 105 103% 103%%-103 3.20 3.63 
decline in interest rates 
: . PD Recent Price % 1951 Interest 
The biggest “enigma” of the bond MEDIUM GRADE Call Price Market Range 1952 Yield Times Earned 
market outlook appears in the field Illinois Central R.R. 
of debt management. The incoming Cons. E 378s - saeeoue 9912 99%2- 97% 4.00 2.93 
Secretary of the Treasury faces the Matheson Chemica 
. . 4Y 10612-10412 4.1 4.15 
task of how to manage the refunding oe. Oe ss se sasaaiicatian ’ 
‘A se Missouri, Kans. & Texas 
problems connected with a $267 bil- MI ik erccincind Me 94% 95-83 4.33 4.33 
lion debt, $54 billion of which ma- Puget Sound Pw. & Lt. 
tures in 1953 and four-fifths of which ‘ peal a . 106¥2 105¥2 1052-104 4.04 3.31 
] j nite s Corp. 
must be dealt with over the next five SF Deb. 4368 72. .0....-esosceess 104.85 10534 —-'105%-102% 4.13 5.99 
years. . Western Maryland 
The general belief is that the Treas- Gers BAe FG Looocscscsicicescssee 103% 106 106 -103% 4.12 2.94 
ury should realign the debt structure — —— = 
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Method 


How should you select stock to 
buy? The obvious answer is on 
the basis of values indicated by 
careful individual appraisal — 
which is, of course, easier said 
than done. One stock may have 
more merit than another, and still 
be a bad buy. The highest quality 
stock is a poor buy at too high a 
price. So selection on a compara- 
tive-value basis is only part of the 
answer. A great deal necessarily 
depends on the general level of 
average stock prices, and the po- 
tential for further advance or de- 
cline—matters on which there is 
always a wide margin for error in 
human judgments. All indications 
are that the major trend is still 
upward; but it has been so for 
three and a half years since mid- 
1949. So, whatever they may do 
from here on, the most desirable 
stocks to own are far removed 
from the bargain counter. One 
cannot buy them on anything like 
a cheap basis without waiting for 
an important market decline. The 
wait fora general bargain-counter 
level, under depressed business 
conditions, might be anywhere 
from months to a couple of years 
or more. 


Alternatives 


Some who are not willing to wait 
try to find “sleepers”. The odds 
against success are substantial, 
for if stocks are still at depressed 
levels in a bull market that is 
three and a half years old, the 
probability is that they have not 
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been overlooked. There may be 
something the matter with them. 
The percentage is not to “buck 
the market”. Those who try to “go 
with the market” have a choice 
between buying stocks which, al- 
though historically high, are cur- 
rently in vogue and moving up; or 
stocks which, while well under 
previous best levels, show some 
signs of having turned for the 
better in relative market action. 


Acting Well 


Among relatively advanced stocks, 
which have been among the bull- 
market leaders recently and up 
to this writing, are Chrysler, 
General Motors, Atlantic Coast 
Line, Clevite, Rock Island, Fire- 
stone, Goodrich, General Electric, 
Southern Pacific, Southern Rail- 
way, Thompson Products, Dow 
Chemical, Union Carbide, Inger- 
soll Rand, Clark Equipment and 
Westinghouse Electric. 





Doing Better 

Among stocks which are well un- 
der former highs but which have 
shown chart indications of having 
turned for the better are Air 
Reduction, Allied Stores, Congo- 


leum-Nairn, Endicott Johnson, 
Fedders-Quigan, General Tele- 
phone, Glenn Martin, Houdaille- 
Hershey, Liquid Carbonic, Mason- 
ite, Pacific Lighting, Standard 
Brands. 


Duds 


There are hundreds of stocks 
which have gone nowhere in this 
bull market, and which today are 
either below, around or only 
slightly above their 1949 lows. 
It is not impossible that a small 
minority of these will yet come 
to life, but it is something like 
picking a target you think light- 
ning might strike. If your funds 
are tied up in duds, you cannot 
“accentuate the positive”, as the 











INCREASES SHOWN IN RECENT EARNINGS REPORTS 


First National Stores .. 
Bangor & Aroostook R.R. 
Chicago, R. I. & Pacific R.R. 
Piteton Ges occ: 
N. Y. Central R.R. .. 
Pennsylvania Railroad 
Macy (R. H.) & Co., Inc. .... 
Southern Railway 


Houston Lighting & Power Co. 
Standard Coil Products 











1952 1951 

. Sept. 27 Quar. $ .95 $ .80 

. 10 mos. Oct. 31 4.03 2.28 

. 10 mos. Oct. 31 10.53 5.67 
9 mos. Sept. 30 3.11 1.37 

10 mos. Oct. 31 2.16 -60 

. 10 mos, Oct. 31 1.46 95 

13 weeks Nov. 1 83 -55 

10 mos. Oct. 31 12.84 8.37 

. 12 mos. Oct. 31 1.72 1.30 

9 mos, Sept. 30 1.34 79 
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song advises. Although some mis- 
takes can be made by losing pa- 
tience, the percentage is to shift 
out of duds. A few of the many 
examples indicated to be duds by 
their chart patterns of the last 
three and a half years—longer in 
many instances — are Adams- 
Millis, American Bank Note, 
American Color-type, Baldwin- 
Lima-Hamilton, City Products, 
City Stores, Collins & Aikman, 
Crown Cork & Seal, Electric Stor- 
age Battery, General Cigar, Great 
Western Sugar, Holland Furnace, 
McCall Corp., Loew’s, New York 
Shipbuilding, and U. S. Pipe & 
Foundry. A _ pertinent question 
about seriously laggard stocks 
you now own is: If you did not 
hold them, would you buy them 
now? If the answer is no, you 
probably should consider selling. 


Carpets 


Sales of carpet and rug makers 
have turned sharply for the better 
in recent months, reflecting the 
working down of excessive in- 
ventories of distributors over a 
long period of time. Despite in- 
terim improvement, 1952 earnings 
reports will be nothing to enthuse 
over, because of poor to indifferent 
results in the first nine months 
of the year. However, profit com- 
parisons for the 1953 first half 
promise to be markedly improved; 
and merely normal volume should 
mean a good chance for full-year 
gains. Stocks like Mohawk Carpet 
and Firth Carpet are believed to 
have better than average market 
potentials. The former is around 
28 in a post 1946 range of 70-247 ; 
the latter at 1134, in a post-1946 
range of 2874-95. 


Liquor 


Liquor business at the producing 
end has turned for the better, 
after a long lean period, with 
recent interim results of distillers 


mostly showing year-to-year im- 
provement, whether in the form 
of higher profits or smaller losses. 
Among the leading companies, the 
best relative showings are those 
of Distillers Corp.-Seagrams and 
Walker ‘(Hiram)-Gooderham & 
Worts. (Call it Walker, for 
short). Most of the stocks have 
rallied moderately from earlier 
lows. However, their market po- 
tential appears limited. These 
stocks were high-flyers early in 
the 1932-1937 market rise, dis- 
counting repeal of Prohibition; 
and they got a big play on a then 
favorable earnings prospect in the 
late phases of the 1942-1946 bull 
market. Regardless of short-run 
variations in trade inventories, 
the basic position is one of over- 
supply and intense brand com- 
petition. Bonded stocks of whiskey 
are huge, and involve a tewx- 
payable problem so formidable 
that remedial legislation will be 
required to solve it. This threat 
probably will be deferred, without 
being ended. 


Cigarettes 


The substantial recovery of cigar- 
ette stocks has been founded on 
justified hopes of higher selling 
prices after termination of Fed- 
eral price control, plus hopes of 
material EPT relief in the case 
some companies, most notably 
Reynolds Tobacco and American 
Tobacco. It has shown some recent 
tendency to bog down for two 
reasons: (1) the stocks cannot be 
expected to regain their high pre- 
war investment status because, 
as pointed out here before, large 
capital obligations have been 
placed ahead of the common 
shares; and (2) the industry is 
in a state of flux due to increasing 
public preference for long cigar- 
ettes. Liggett & Myers got the 
jump on the industry in giving 
smokers a choice between regular 











Liquid Carbonic Corp. 
Kimberly-Clark Corp. 
National Container Corp. 
Robertshaw-Fulton Controls 
|| Pressed Steel Car ..... 
Seiberling Rubber Co. ... 
Raybestos-Manhattan ...... 








American Stores Co. ......00...... 0... cccc eee 


Wiawlcastes MOH C66: 5. 5.5.55; 0c60c0scsccveessecce 


DECREASES SHOWN IN RECENT ARNINGS REPORTS 


Trdax-Traer Coal Co. .............006cccicccsesccseeee 








1952 1951 

Year Sept. 30 $1.77 $2.94 
Oct. 31 Quar. -96 1.29 
Sept. 30 Quar. -29 -64 

.. 9 mos. Sep.t 30 1.41 1.91 
9 mos. Sept. 30 76 1.01 

9 mos. Sept. 30 1.69 2.78 

.. 9 mos. Sept. 30 3.24 3.98 
Oct. 31 Year 51 87 
6 most Sept. 27 1.24 1.93 
Oct. 31 Quar. 42 95 
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or long cigarettes, both under its 
Chesterfield brand. In this in- 
stance, no costly shift in promo- 
tional programs is required. Most 
others are marketing long cigar- 
ettes under names less familiar to 
the public than their major trade- 
mark brands, on which they have 
spent millions in advertising. The 
adjustment probably will require 
both a shift in present promo- 
tional budgets, and additional pro- 
motional outlays. The latter will 
absorb some of the benefits of the 
expected general price boost and 
EPT relief. There is a trend not 
only to long cigarettes but also to 
filter tips. Philip Morris, with rel- 
atively little to gain from EPT 
relief, is in the uncomfortable 
position of having the most pop- 
ular of all TV shows, advertising 
the cigarette of that name, vet 
seeing sales tend to lag. It has a 
job cut out to promote its long 
cigarette, carrying the Dunhill 
name by license arrangement. 
Hilton Hotels 

Generally speaking, the most 
profitable war and postwar period 
for the hotel business has appar- 
ently been put behind. An excep- 
tion is the ably and aggressively 
managed Hilton Hotels. This com- 
pany is continuing to expand the 
number of hotels which it owns 
partly or wholly, or operates un- 
der long-term management agree- 
ments. There is particular promise 
in Hilton management of foreign 
hotels, involving no investment 
by the company. Aimed largely at 
attracting American tourist trade, 
examples of the latter type now 
in successful operation are the 
Caribe Hilton in Puerto Rico, and 
Palicio Hilton in Chihuahua, Mex- 
ico. Other hotels to be under 
Hilton management are either 
being built or planned in Cairo, 
Pakistan, Madrid, Istanbul. Rome, 
Mexico City, London, Athens, 
Lisbon and Havana. Earnings 
were $2.38 a share in 1951, and 
probably around $2.55 or so for 
1952. A further gain is likely this 
year. Dividends are on a conserv- 
ative $1.20 annual basis, providing 
a current yield of about 8% with 
the stock around 15. With a book 
value of about $19.50 a share, the 
stock could command an appreci- 
ably higher market price over a 
period of time. 


Steels 


Steel stocks have had a substantial 

rally from their poorest level. 

They remain a goodly distance 
(Please turn to page 422) 
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Whats Qhead | por Business > 


By E. K. A. 


Declining prices for farm products and the prospect for 
extension of declines in 1953 are factors that business men and 
investors should take into account in planning their operations. 
— The rich farm market of 
the earlier postwar years, 
which contributed greatly to 
the postwar boom, is not as 
lush as formerly now that 
supplies of agricultural prod- 
ucts throughout the world 
have caught up with and ex- 
ceeded demand. This, of 
course, should not be con- 
strued in any sense of the 
word as implying that Amer- 
ican farmers are becoming 
poverty-stricken. But, it is a 
fact that the amount of 
money farmers are able to 
spend is declining, both rel- 
atively and actually. 

The ancient axiom “As 
farm income goes, so goes 
national income” is no long- 
er true now that we have 
become such a highly indus- 
trialized nation and particu- 
larly since the benefits of 
defense spending are accru- 
Cos ing largely to industry and 

1941 very little to agriculture. 
First to feel the effects of de- 
clining farm income are the 
mail-order houses and farm 
implement manufacturers, 
but there are very few chan- 
nels that are not affected 

either directly or indirectly 
a to some degree by the 
amount of “folding money” 
in farmers’ pockets. 

During 1952, prices of 
agricultural products  suf- 
fered an overall decline of 
approximately 10 percent 
from the beginning to the 
end of the year. Meanwhile, 
costs of operation, as in 
most lines of business, con- 
tinued to edge higher. That 
| aR NI would have resulted in a 
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considerable setback in 1952 farm income had it not been for 
the fact that production was very large, despite the devastation 
wrought by drought in important agricultural areas. On bal- 
ance, that resulted in only a moderate decline in net farm 
income from 1951 levels. But relatively, in view of the fact 
that total national income advanced, farm income declined 
appreciably. 

The percentage of national income to farmer in 1952 fell 
to slightly below 9 percent as compared with 9.1 percent in 
1951. Present indications are that the percentage will decline 
to approximately 8 percent in 1953. This contrasts with the 
postwar peak of 11.8 percent in 1946, when bounding prices 
for farm products, under the impact of heavy world demands, 
outran effects of World War II and non-American wheat, cot- 
ton, and numerous other farm products were competing vigor- 
ously in foreign markets with American products. The scarcity 
of dollar exchange and the fact that soft currencies can be 
used, either directly or indirectly, to purchase non-American 
farm products are hurting. 

The slump in export demand was an important factor in 
depressing farm products prices in 1952, and all indications 
point to a further slump in 1953. In the case of cotton, for 
example, generous Mutual Security Agency grants have not 
been able to prevent a decline of more than 50 percent in 
exports during recent months. Since prices of farm products in 
international trade are determined to a considerable degree 
by world supply and demand conditions, prices of a number 
of major American farm products are being influenced by 
mounting production abroad. Here in the United States, surplus 
supplies are beginning to accumulate for the first time in 
several years. 

The Department of Agriculture, torn between declining 
farm prices and farm income on the one hand and the 
exigencies of the international situation on the other, recently 
announced goals for 1953 crops of food and feed which, if 
effectuated, would result in overall production slightly in excess 
of the very large 1952 output. Only in the case of cotton was 
a significantly lower goal announced and it is doubtful 
whether, in view of price considerations and the lack of al- 
ternative agricultural opportunities, cotton production will be 
reduced very much in 1953. 

The Government has guaranteed to support prices of the 
major farm products to farmers in 1953 and 1954 at 90 per- 
cent of “parity” and the new administration has promised to 
do something about supporting prices of the perishable farm 
products. In recent months, despite the availability of Com- 
modity Credit Corporation non-recourse loans to farmers, 
prices of a number of products have slipped below CCC loan 
values. With the world commodity price trend downward, price 
supports may become more difficult to maintain at current 
high levels. 
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MONEY & CREDIT—Persistent declines in long-term Govern- 
ment obligations have been a feature of the 1952 year-end. 
In the two weeks ending December 26, losses of up to a point 
were recorded and the bank-ineligible 22s of 1972-67 closed 
at 9556 on December 26, down a full point from December 12 
quotations. The price weakness has been attributed by some 
to fears that the new Administration would attempt to refund 
the huge floating debt into long-term bonds and might try to 
implement the view, supposedly held by some of its members, 
that higher interest rates are a potent weapon with which to 
counteract inflation. However, the decline may turn out to be 
nothing more serious than a seasonal manifestation resulting 
from a temporary need of funds by some investors. In the 
short-term money market, yields reached a new high just 
before Christmas with the Treasury forced to borrow at a 
2.228% annual rate for 91-day bills. The following week wit- 
nessed a slightly easier money market and the bill rate 
dropped to 2.191% for a three-month maturity. 

The second half of this year has been no exception to the 
seasonal growth of bank loans and from July 2 to December 
17 total loans of weekly reporting member banks rose by 
$2.29 billion which does not quite match the loan increase 
of $2.74 billion for the corresponding period of last year. 
However, bank investments fell by $790 million in the second 
half of this year while they expanded by $1.83 billion in the 
July-December period of 1951. As a result of this year’s fall 
in bank investments, total bank credit had only a moderate 
increase in the face of heavy borrowing by the Treasury in 
order to finance the half-year’s $9.3 billion deficit. This is a 
creditable showing and is the result of the Federal Reserve's 
efforts to limit the growth of credit. 

Credit needs this year have been larger than in 1951 as 
the result of increased business spending for new plant and 
equipment, heavier expenditures for schools, highways and 
other public facilities, increased sales of real estate properties 
and other factors. The growing need for funds can be gleaned 
from the figures on selected types of long-term financing 
which show that in the first nine months of this year real 
estate mortgages plus financing of business corporations and 
state and local governments increased by $16.3 billion, top- 
ping the $13.7 billion rise from January to September 1951 
by almost 20%. The main source of funds to satisfy these 
needs, has been, not the commercial banks, but individual 
savings whether in the form of time deposits, insurance and 
pension reserves or shares in savings and loan associations. 
These savings grew by $9.2 billion in the first nine months 
of 1952 as compared with a $6.8 billion increase in the 
corresponding period of last year. 
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TRADE—Christmas buying reached a crescendo in the week 
ending Wednesday, December 24 and Dun and Bradstreet 
reports that total retail sales for the week were some 9% 
ahead of last year. Sales of food and housewares set new 
records while demand for apparel and furniture was high. 
The Commerce Department estimates that November retail 
sales on a seasonally adjusted basis totalled $13.9 billion, 
slightly below dollar volume of $14.1 billion in October but 
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5% above November 1951. The Department expects that 
December figures will set a new all-time record. 


—_—— _ -O - ——$—$———————— 


INDUSTRY—Industrial output is holding near record levels. 
For the week ending December 20 the MWS Business Activity 
Index stood at 193.0% of the 1935-1939 average, up from 
191.9 the week before but still a bit below the level of 191.4 
reached in the December 6 week. The nation’s steel mills 
continue to set new records and for the week ending Decem- 
ber 20 they operated at 107.7% of capacity, a rise of over 
two points from the preceding week. Automotive output also 
was slightly higher and was 26% above a year ago with 
most plants having completed model changeovers. Production 
by paper mills rose one point to 94% of capacity but is still 
below last year’s 97% rate. Paperboard output is doing much 
better than a year ago with a 21% gain while the order 
backlog is 28% higher. 
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COMMODITIES—The daily price index of 22 sensitive com- 
modities compiled by the Bureau of Labor Statistics rose to 





(Please turn to the following page) 


413 




















Essential Statistics 






























































































































































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) _| Nov. 3.6 4) 3.3 1.55 (Continued from page 413) 
Cumulative from mid-1940 Nov. 479.6 476.0 431.3 13.8 | 90.4% of the 1947-1949 average on De- 
FEDERAL GROSS DEBT-$b Dec. 22 266.9 267.0 259.2 55.2 | cember 24 from 89.4 a week earlier but 
was still 18% below the level of a year 
MONEY SUPPLY~$b — _— wes ani m~ ago. In the latest week the raw foodstuffs 
Demand veyneanlted Centers $8 - poe vo ge as component of the index had the biggest 
Currency in Circulation = 2 : é 5 rise with a 2.4% gain while textile and 
BANK DEBITS fiber materials lost 0.4% and industria! 
New York City—$b. vacamed med = 5 4.26 | products were unchanged. 
98 Bihay Ceateerothe Dec. 17 23. woe 7.60 ea 
PERSONAL INCOMES—$b (cd2) Oct. 275.8 273.8 261.7 102 NEW ORDERS FOR MACHINE 
Salaries and Wages Oct. 184 182 171 66 TOOLS dropped sharply in November 
Proprietors’ Incomes Oct. 54 53 53 23 stretching the declining trend to four 
Interest and Dividends___ | Oct. 21 21 21 10 months in a row. The index of new orders 
Transfer Payments. Oct. 13 13 13 3 compiled by the National Machine Tool 
(INCOME FROM AGRICULTURE) Oct. 21 21 23 10 Builders Association fell to 210.1% of the 
ae 1945-1947 average from 243.3 the month 
POPULATION—m (e) (cb) Nov 158.0 157.7 155.2 133.8 9 
Hii before and 330.5 a year ago. SHIP- 
Non-Institutional, Age 14 & Over__ | Nov 110.2 110.1 109.1 101.8 a 
eae MENTS also were lower at 338.2% of 
Civilian Labor Force_ Nov 63.6 63.1 63.2 55.6 . . 
the base period from 357.8 in October. 
unemployed Nov 1.4 1.3 1.8 3.8 x . 2 - 
This decline is attributed to the fact that 
Employed Nov 62.2 61.9 61.3 51.8 . 
; November is a shorter month and con- 
In Agriculture Nov. 6.8 » 7.0 8.0 eibiaad holid th Octob With 
Non-Farm Nov - 2 8 Dt Bee eee ae 
At Work Nau: 60.5 59.9 59.5 43.8 t e emonstrate production rate oF ma- 
Weekly Hours, non-farm Nov 42.4 42.5 41.7 42.0 chine tool auliders at a new high in Nov- 
Mantiouts Weekly—b Nov 2.57 2.48 2.48 1.82 ember of 379.4% of the 1945-1947 period 
it would have taken 10.3 months to com- 
EMPLOYEES, Non-Farm—m (Ib) Oct. 47.7 47.7 46.9 37.5 plete the backlog of orders on the books. 
Government Oct. 6.7 6.7 6.5 4.8 This compares with unfilled orders in 
Factory Oct. 13.3 13.2 13.0 11.7 | October which were equal to 11.1 months 
Weekly Hours. Oct. 41.5 41.3 40.5 40.4 of production. 
Hourly Wage (cents) Oct. 170.6 169.7 161.5 3 * * * 
Weekly Wage ($) Oct. 70.80 70.09 65.41 21.33 Betterment of the financial position of 
foreign countries can be gleaned from 
—Wh le (Ib2 Dec. 23 109.5 109.3 113.5 66.9 
risen a slo? «2111«2090-—S«1162—« | BALANCE OF PAYMENTS data for the 
Retail (cd) et , : : , A : ree : i 
Bess se os : inate third quarter which indicate that in their 
COST OF LIVING (Ib3) Nov 191.1 190.9 18846 100.2 | transactions with the United States, for- 
Food Nov 2323 9924 92314-~ Anas eign counries increased their gold and 
Clothing Nov. 201.3 202.1 207.6 113.8 | dollar assets by $723 million. This brought 
Rent Nov 143.9 143.0 138.9 107.8 | their total holdings of such assets to $19.6 
RETAIL TRADE—$b** billion, some $3 billion higher than the 
7 total in June, 1950, when the Korean war 
Retail Store Sales (cd) Oct. 14.4 13.8 13.2 47 . 
broke out. The improvement has not ap- 
ee ae Od. sd ed of sg lied equally to all foreign countries. F 
Non-Durable Goods Oct. 9.4 9.2 8.8 36 |?P telat 2 ee 
; example the gold and dollar reserves of 
Dep’t Store Sales (mrb)__________ | Oct. 0.87 0.80 0.83 0.34 ‘i > 
Retail Sales Credit, End Mo. (rb2)_ | Oct 127° 1220 WI 53 | the Sterilng area, which stood at $3.9 
d ; an . ; ; f ; billion in mid-1951, fell to $1.7 billion by 
MANUFACTURERS’ the end of March, 1952, and have recov- 
New Orders—$b (ed) Total Oct. 25.1 24.5 24.3 14.6 | ered to only $1.9 billion since then. Simi- 
Durable Goods Oct. 12.6 12.2 12.6 7.1 | larly, gold and dollar holdings of Argen- 
ininiiie Cends Oct. 12.5 12.2 11.7 7.5 | tina and Brazil, which declined sharply 
Shipments—$b (cd)—Total**__ | Oct. 24.5 23.7 22.7 8.3 after mid-1951, have not shown much re- 
BarableNGoodk Oct. 11.9 11.5 10.8 4.1 covery. One of the main factors in the 
Non-Durable Goods Oct. 12.6 12.2 12.0 4.2 | improvement in the position of foreign 
countries has been economic and military 
BUSINESS INVENTORIES, End Mo.** aid extended by us which equalled $1,140 
Total—$b (cd) Oct. 73.9 73.4 73.7 28.6 | million in the third quarter alone. 
ilies Oct. 433 43.2 42.4 16.4 tk ae 
Wholesalers’ vio oan ~~ ae bg BUSINESS FAILURE came to 590 firms 
Retailers’ Oct. 20.5 20.3 20.8 8.1 . 
a. “ae “gh od “e in November, down from the 631 casual- 
Dept. Store Stocks (mrb) a 4 ; . : ties of October but slightly higher than the 
BUSINESS ACTIVITY—1—pe Dec. 20 193.0 191.9 185.3 141.8 | 587 failures in November, 1951, Dun & 
(M. W. S.)—1—np. Dec. 20 233.2 231.9 2205 146.5 Bradstreet has reported. LIABILITIES of 
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Latest Previous Pre- 
Dote Mann Marth Me Hetle PRESENT POSITION AND OUTLOOK 

INDUSTRIAL PROD.—1 np (rb)** Oct. 227 226 218 174 failing firms totalled $18.8 million, a sharp 
Mining Oct. 165 175 174 133 decline from the $35.0 million in October 
Durable Goods Mfr.___________| Oct. 294 287 274 220 which had been a three-year high. Failures 
Non-Durable Goods Mfr.________| Oct. 193 194 188 151 in most of the industries surveyed declined 

CARLOADINGS—t—Total Dec. 20 710 721 672 833 in November except in wholesale trade 
Misc. Freight Dec. 20 364 372 332 379 and commercial service with the latter 
Mdse. L. C. L Dec. 20 68 71 65 156 group suffering the biggest mortality rate 
iit Dec. 20 45 47 44 43 since May bia wa 

ELEC. POWER Output (Kw.H.) m_ | Dec: 20 8,280 8,140 897,824 == 3,267 November CONSTRUCTION AWARDS 

SOFT COAL, Prod. (st) m Dec. 20 98 10.0 107 108 for the 37 Eastern States totalled $1.248.8 
iechiiiatiiine: 9 Dec. 20 452.3 442.5 512.4 446 | Million, 5% less than October, but 34% 
iain a tee Oct. 78.0 83.3 78.0 618 above November 1951, F. W. Dodge Corp. 

: has reported. Non-residential contract 

PETROLEUM—(bbIs.) m awards in November came to $461.5 mil- 
Crude Output, Daily ________} Dec. 20 6.6 6.6 6.2 4.1 | lion, 41% above a year ago while resi- 
Gasoline Stocks ged ™ be emp ” dential awards of $528.4 million were up 
Fuel Oil Stocks a a - pi a” sc 19% and heavy engineering awards of 
Heating Oil Stocks — - ic i S $258.9 million were 62% higher. For the 

LUMBER, Prod.—(bd. ff.) m Dec. 20 632 628 533 632 first eleven months of this year total con- 
Stocks, End Mo. (bd. #t.) b Oct. 8.5 8.5 8.0 126 | tract awards were $15,307.6 million, or 

% above the aggregate for the corre- 

STEEL INGOT PROD. (st) m Nov. 9.4 9.8 8.8 7.0 | sponding period of last year. 

Cumulative from Jan, 1_______| Nov- 83.4 74.0 96.6 747 * * * 

ENGINEERING CONSTRUCTION Manufacturers delivered 5,929 new 
AWARDS—$m (en) Dec. 25 155 167 173 94 FREIGHT CARS in November compared 
ities Mies ta 9 Dec. 25 15,689 15,535 13,605 5,692 with 5,437 in October. The rise in deliv- 

eries reflected a slight increase in available 

MISCELLANEOUS steel according to a joint announcement 
Paperboard, New Orders (st)t_ Dec. 20 178 217 153 165 by the American Railway Car Institute and 
Cigarettes, Domestic Sales—b___| Oct. 37 35 38 17 the Association of American Railroads. In 

Do., Cigars—m Oct. 625 527 591 543 November, 1951, deliveries amounted to 
Do., Manufactured Tobacco (Ibs.)m_| Oct. 21 19 14 28 9,924 cars. 











b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. I|—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At mills, 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population grewth. 
pe—Per capita basis. rbh—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. 
*—1941; November, or week ended December 6. **—Sea lly adjusted 
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1952 1952 
No. of 1952 Indexes 1952 1952 (Nov. 14, 1936, Cl.—100) High Low  Dec.19 Dec. 26 
Issues (1925 Cl —100) High low Dec. 19 Dec. 26 | 100 HIGH PRICED STOCKS 132.0 119.2 131.7 132.0A 
330 COMBINED AVERAGE .. 206.3 190.7 205.7 206.3A 100 LOW PRICED STOCKS 241.5 225.2 239.4 240.7 
4 Agricultural Implements.......... 295.8 243.6 252.6 255.6 5 Investment Trusts . pasicaas’ 110.8 97.9 110.8 110.8 
10 Aircraft (‘27 Cl.—100)........... 358.2 278.2 358.2 355.2 3 Liquor ‘27 Cl.—100) 1146.9 843.0 921.7 921.7 
7 Air Lines (‘34 Cl.—100).......... 777.8 601.1 648.5 648.5 i WY Machinery ........ ‘ 231.2 197.9 229.1 229.1 
8 Amusement ........ ee 102.7 v7 a 86.8 86.8 3 Mail Order Pas. 130.6 113.8 120.2 120.2 
10 Automobile Accessories ........ 265.5 232.0 263.1 260.7 3 Meat Packing ........ Raye : 100.2 757 89.3 88.4 
PT) URGES oacccccccicsccesescsceveas 47.0 40.2 47.0 47.0 13 Metals, Miscellaneous ........ 307.4 237.8 255.2 261.0 
3 Baking (’26 Cl.—100)....... 24.0 20.8 23.8 23.5 NE Ee ot igs 447.8 3953 447.8 443.7 
3 Business Machines .................. 398.3 358.5 370.4 366.4 29 Petroleum ........... 485.1 420.1 454.8 459.1 
2 Bus Lines (‘26 Cl.—100).......... 182.2 141.6 170.2 170.2 30 Public Utilities sei 188.5 162.5 186.9 186.9 
6 Chemicals 418.0 356.4 392.9 392.9 9 Radio & TV (‘27 Cl.—100)..... 37.0 3h. 36.1 35.8 
3 Coal Mining 16.0 12.9 13.6 13.5 8 Railroad Equipment Pee 64.3 56.1 59.9 59.9 
4 Communications ................+. 68.3 61.7 64.3 63.0 TA Watleeade «5 ncicecgaccecess nee 52.2 41.3 51.8 52.2A 
9 Construction .......... e 72.3 64.8 68.9 68.9 oe eee 48.5 38.2 47.0 48.1 
7 Containers ............ ro 490.6 442.8 476.1 480.9 3 Shipbuilding 234.2 181.0 234.2 228.7 
9 Copper & Brass .... 169.5 138.8 153.3 156.6 3 Soft Drinks 342.4 301.2 336.0  342.4A 
2 Dairy Products ......... 92.1 83.2 92.1 90.5 TA Steel Ge Wream x. ssis-insecsvesecsssnsene 154.8 130.8 142.8 142.8 
5 Department Stores ...... 66.0 58.8 60.1 61.4 3 Sugar 73.1 58.9 59.6 60.4 
6 Drugs & Toilet Articles.. ar 233: 205.9 219.5 224.0 2 Sulphur 616.3 530.4 579.6 590.5 
2 Finance Companies ................ 413.2 308.1 406.9 406.9 5 Textiles 197.4 148.5 152.4 166.1 
7 Food Brands ..........cec+-« 192.7 W715 189.2 192.7A 3 Tires & Rubber ...................... 83.8 66.9 83.8 83.8 
2 Food Stores ...... 118.8 97.4 118.8 Vit 6 Tobacco ................ 92.3 78.6 92.3 89.9 
3 Furnishings ........ wis 75.4 SF:3 74.8 75.4 2 Variety Stores 319.6 294.8 310.3 307.2 
A Gea MRUMER sin ccccncssaneasahosiaas 736.4 629.4 635.7 660.9 18 Unclassified (‘49 Cl.—100) 119.7 112.7 119.7 119.7 





A—New High for 1952. 
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Mixed trends have prevailed for commodity futures during 
the two weeks ending December 29. Grains were special 
selling targets while many imported commodities showed price 
strength. Of eighteen commodities with active futures trading, 
eight showed a gain for the period, six were lower and four 
exhibited mixed trends. Lard, cocoa, domestic sugar, rubber, 
coffee, cottonseed oil, lead and zinc closed with gains while 
wheat, corn, oats, rye, soybeans and cotton suffered losses. 
The Dow-Jones Commodity Futures Index closed at 169.11 on 
December 29 as against 169.93 two weeks earlier. May wheat 
closed at 23634 on December 29, a new low for the season 
and down four cents in the fortnight. The bread grain com- 
pletely ignored the Agriculture Department's first official esti- 
mate of a 611 million bushel winter wheat for 1953, the 
smallest in nine years and 42% below last year’s, which was 


a record. However, it is believed that needed rains have made 
for crop improvement since this forecast was issued. Corn 
prices have also been quite weak and the May future at 
166% is down five cents since December 15. With pig farrow- 
ings to be lower in 1953, the outlook is for lower corn con- 
sumption. News of Commodity Credit Corporation sales of 
corn also brought pressure on the market as did expectations 
of increased sales by farmers after the turn of the year. 
Cotton futures were somewhat lower in the second half of 
December and the July option lost 44 points to close at 34.46. 
Foreign cotton will be a formidable competitor with domestic 
growths this season with 11.1 million bales available for ex- 
port, as against only 5.6 million bales last season, according 
to estimates of the International Cotton Advisory Committee. 
This accounts for the lagging export demand for U. S. cotton. 
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WHOLESALE COMMODITY PRICES 
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U. S. DEPARTMENT OF LABOR INDEX OF 22 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 


Date 2 Wks. 3Mos. 1Yr. Dec. 6 
Dec.29 Ago Ago Ago 1941 





22 Commodity Index 90.2 899 95.1 1103 $3.0 
9 Foodstuffs . 85.7 848 91.6 97.6 46.1 
3 Raw Industrial bes 93.3 95.2 97.5 119.8 58.3 
COMMODITY FUTURES INDEX 
SEPT. Oct. Noy, DEC, 
190 


180 DOW-JONES 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1952 1951 1950 1945 1941 1939 1938 1937 


SEI Sisscecchadesses 181.2 214.5 204.7 958 74.3 783 658 93.8 
ee . 168.3 174.8 134.2 83.6 58.7 616 57.5 64.7 
416 


Date 2 Wks. 3Mos. 1/Yr. Dec. 6 
Dec.29 Ago Ago Ago 1941 





5 Metals 108.7 107.8 112.2 125.3 54.6 

4 Textiles & Fibers 90:8 92.1 97.8 1188 56.3 

4 Fats & Oils Ss ints 57.2 S63 62:1 75.7 55.6 
RAW MATERIALS SPOT INDEX 





SEPT. oct. Now. DEC 


MAGAZINE OF 


WALL STRFET INDEX 








Average 1924-26 equals 100 
1952 1951 1950 1945 1941 1939 1938 1937 


GR: occ teee 1925 2154 2028 1117 889 679 577 866 
Low 160.0 176.4 1408 98.6 58.2 48.9 47.3 54.6 
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The prototype jet transport now under construc- 
tion by Boeing Airplane Co., for demonstration to the 
armed forces and to commercial airlines in 1954, will 
be powered by four jet engines suspended from a 
swept-back wing. The ship will have a cruising speed 
well in excess of 500 miles per hour, the design and 
manufacture of which will require an expenditure in 
excess of $15 million of company funds. 


Anticipating increasing demands for soil condi- 
tioners, B. F. Goodrich Chemical Co., a subsidiary of 
the B. F. Goodrich Co., has expanded plant facilities 
for volume production of sodium polyacrylate, the 
basic ingredient used in manufacturing the product. 


One product of Minneapolis-Honeywell’s Industrial 
Division is an electronic measuring and recording 
instrument that may well be designated “industry’s 
most versatile product”. With slight modifications, 
applications of this instrument range from jet plane 
studies and atomic energy research to regulation of 
the consistency of dough, neutralization of cream in 
butter-making, and quality control of bubble gum. 
It is said that there are about 300 billion variations of 
this device. 


After a two-year world-wide shortage, sulphur, 
according to Freeport Sulphur Co., is now in good 
supply, although consumption in 19538 by industry 
and agriculture is expected to be in record volume. 
Government estimates place demand, including ex- 
ports, at 6.6 million long tons for the new year, an 
increase of more than a half-million tons over 1952 
consumption. 


An entirely new type of battery separator is 
announced by Evans Products Co. Known as Evanite, 
the new product is an interwoven wood fiber separ- 
ator possessing the known advantages of natural 
wood as separator material in addition to other ad- 
vantages including freedom from resins and other 
impurities harmful to performance, ease and econ- 
omy in handling since they can be shipped dry and 
cost no more than ordinary treated wood separators. 
Other virtues claimed for the Evanite separator, 
after exhaustive tests in laboratory and in vehicle 
operation on the road, are: Lower electrical resist- 
ance after continued immersion in electrolyte; high 
degree of mechanical strength, eliminating possibil- 
ity of separator failure due to splits; uniform and 
higher porosity permitting easy flow of ions between 
positive and negative plates, and flexibility, allowing 
the separator to conform to the expansion and con- 
tractions of the plates without damage. The product 
is now being produced in volume at the company’s 
Coos Bay, Oregon, plant. 


Le Materiel Telephonique, Paris, a French asso- 
ciate of International Tel. & Tel. Co., has received 


JANUARY 10, 1953 





from the Turkish Post Telegraphs and Telephones 
Administration an order for an automatic telephone 
switching system that will provide Istanbul, Turkey’s 
largest city, with one of the most modern telephone 
networks in the world. This represents a major step 
in Turkey’s efforts to create a nationally integrated 
telecommunications system, a project that is ex- 
pected to cost in excess of $4 million. It will triple 
the capacity of existing facilities and give Istanbul’s 
telephone users the benefit of a completely Rotary 
dial system. This Rotary system was pioneered by 
I. T. & T’s Belgian associate, the Bell Telephone 
Manufacturing Co. of Antwerp, and incorporates the 
most advanced techniques and electronic devices. 


The average housewife in the United States now 
opens 775 cans of food and other items annually, 
according to the American Can Co. Use of canned 
items by the average family has increased by almost 
300 containers a year since 1939. The company states 
that the modern way of packing coffee has con- 
tributed to this growth with more than 800 million 
pounds of coffee going to U. S. consumers in vacuum- 
packed containers during 1952. This is a 12-fold in- 
crease since 1924 when the collar-type, key-opening 
coffee can with the replaceable lid for packing coffee 
under a vacuum was introduced. 


According to Schenley Industries, Ine., the increase 
in federal excise tax on distilled spirits to $10.50 per 
gallon cost American consumers $346 million more 
last year than they would have had to pay for the 
same gallonage under the old $9 rate. The company 
also calls attention to the fact that the consumer 
pays an average of $2.38 in state taxes, plus rectifi- 
‘ation and stamp taxes, bringing the total tax per 
gallon for blended whiskey to about $13.50. 


For many years a leader in electronic research 
and its application to trans-sonic space testing of 
rocket-propelled guided missles and scale plane 
models, Bendix Aviation Corp., moves further for- 
ward in this field with the formation of the Bendix 
Computer Division. The new division is being formed 
for the perfection and manufacture of digital com- 
puters designed to provide immediate answers to 
scientific and industrial problems “so intricate they 
would occupy the time of thousands of mathema- 
ticians for many lifetimes” if done by conventional 
means. The company believes that expanding scien- 
tific horizons have created a pressing need for com- 
puters and this need will become even more acute 
as science and industry move deeper into the math- 
ematics of space. 

With delivery last month of the last four road 
diesel locomotives acquired under its $311.7 million 
dieselization program, the Pennslyvania Railroad Co., 
claims it is now the largest owner of diesel power as 
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well as the largest owner of electric locomotives in 
the country. When the balance of diesel switchers 
are delivered next March, which will complete the 
current dieselization program, 91.1% of road and 
yard switching service will be by diesel or electric 
power. The dieselization program is part of Penn- 
sylvania’s $651.3 million overall equipment improve- 
ments program under way since World War II and 
is now nearing completion. 


The capacity of Air Reduction Co’s., new calcium 
carbide plant at Calvert City, Kentucky, is to be 
doubled, according to a recent announcement by the 
company. The original plant, now nearing comple- 
tion, has a rated capacity of 142,500 tons of calcium 
carbide a year and the additional capacity is ex- 
pected to be available early in 1954. The greater out- 
put is believed necessary to meet the increasing 
needs of the chemical industry for acetylene gener- 
ated from calcium carbide. 


The world’s first delta wing seaplane, a _ jet- 
powered experimental aircraft built for the U. S. 
Navy by Consolidated Vultee Aircraft Corp., was 
recently unveiled in preparation for preflight trial 
runs on San Diego Bay. The XF2Y-1 “Sea-Dart” is 
a high speed, fighter-type seaplane designed to ex- 
pand the air defense perimeter of fleets at sea and 
installations ashore. It has no horizontal tail, but is 
equipped with a triangle-shaped vertical fin and rud- 
der and is said to represent a successful blending 
of the high speed land-based airplane’s performance 
with the water-based airplane’s inherent versatility 
and mobility. To provide better rough water landing 
and takeoff characteristics, the XF2Y-1 is equipped 
with hydro skis, marking the first application of 
the hydro ski to a combat aircraft in this country 
and, according to Navy officials, may well be the 
first such installation in the world. 


After considerable research and experimental 
work, Solar Aireraft Co., announces it has perfected 
two basic small turbine units, one being the Mars, 
a small, portable power plant of about 50-hp., and 
the other, the Jupiter, developing 500-hp. The Mars, 
it is said, is being used to power a Navy ship- 
board fire fighting pump and the Navy Bureau of 
Ships has placed an order for the Jupiter for use in 
both small boat propulsion and to drive electric 
generators on shipboard. The company, it is said, 
is studying many potential uses for gas turbines, 
including the powering of helicopters, small boats, 
pumps, compressors, industrial equipment, and 
vehicles. 


The magnitude of local business stimulation by 
home-area buying for 29 E. I. duPont deNemours & 
Co.’s plants in seven states in 1951 is set forth in a 
study the company has just completed. Purchases 
within the seven states ran to more than $123 million. 
To this money-in-circulation figure, the plants, repre- 
senting about 40% of duPont’s 71, added the buying 
power of payrolls of almost $210 million for a $333 
million total. About 10,000 companies of all sizes 
shared in the business, with a large percentage of 
them located within plant communities. 


Sodium Carboxymethylcellulose—that’s the tech- 
nical name for Hercules Powder Co.’s CMC formula, 
developed by the company which should be particu- 
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larly appealing to the housewife, the man who abhors 
too much starch in his white shirt and to his young 
daughter who “just hates” over-starched school 
dresses. CMC, when used in place of starch on clothes 
gives a crisp, neat look without objectionable harsh- 
ness. Another quality, claimed for the product is it 
keeps dirt from being imbedded in the fabric and 
gets clothes cleaner, easier. 


During 1952, Great Northern Railway spent close 
to $24 million on new motive power and other equip- 
ment and $14.5 on track improvements. The road 
added 45 units of new diesel power, bringing its 
fleet up to 509 units. Outlays authorized for the 
current year involve $13.5 million for new equipment 
and $15.5 million for new rail and ballast. New equip- 
ment to be purchased this year will include 37 units 
of diesel power, 500 box cars, 300 hopper ballast 
cars, 100 covered hopper cars, and 200 flat cars. 


A modern food packaging plant with an area of 
106,000 square feet is planned by General Mills, 
principally for the packaging of flour for sale at 
retail in the southeastern market. The plant, to be 
located in Louisville, Ky., will be equipped with 
modern, high-speed equipment. An office and quality 
control laboratory will occupy an additional 13,000 
square feet of floor space on a 17 acre site acquired 
by the company during the summer of 1952. 


A redesigned and reengineered Viking high alti- 
tude rocket, one of a series built by The Glenn L. 
Martin Co., for the Naval Research Laboratory, 
equalled the previous single-stage altitude mark of 
135.6 miles. This height compares with about 250 
miles established in a two stage operation involving 
a “WAC Corporal” launched from the nose of a 
German V-2. Viking rockets are being used by the 
NRL to explore the earth’s atmosphere to as great 
a height as possible, acquiring knowledge of temp- 
eratures, pressures, densities and compositions. In 
addition to the usual telemetering equipment, the 
Viking No. 9 test rocket carried six cameras, photo 
counters, and photographic film detectors. 


Construction work, expected to be soon under way, 
provides for a $4 million urea products expansion at 
Allied Chemical & Dye Corp.’s nitrogen division’s 
South Point, Ohio, plant. The project, scheduled for 
operation early next year, includes doubling the 
plant’s urea synthesis output and the installation of 
facilities for the production of pebbled urea fertilizer 
compound and an improved urea cattle feed com- 
pound. It will also enable the company to put into 
use a new process, developed by the nitrogen division, 
which is said to be more efficient and producing urea 
of exceptional purity, a requisite, when used as a 
cattle feed supplement and as a raw material in 
manufacturing plastics and other chemical products. 


The New York, New Haven & Hartford Railroad 
has given General Electric Co., a $5 million order 
covering 10 of GE’s latest type all-electric loco- 
motives. Each locomotive will be able to pull a 15-car 
passenger train at a top speed of 90 miles an hour. 
The road plans to use this new equipment on its 
crack New York-Boston trains, and on the “Sen- 
ator” running between Boston, New York, and Wash- 
ington. The road also has on order a large fleet of 
streamlined, self-prolled units of 90-passenger capac- 
ity each. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Mohawk Carpet Mills 


“Mohawk Carpet Mills paid a total 
of $3.75 in dividends in 1951 and this 
year will pay $1.50 per share. Do you 
know the cause of the sharp decline in 
dividends and earnings for the past 
year?” 

M.I., Butte, Montana 


Net sales of Mohawk Carpet 
Mills Inc. for the first nine months 
of 1952 amounted to $39,871,493. 
A net loss was incurred during this 
period amounting to $32,607 or 6 
cents per share on the 531,000 out- 
standing shares of the company’s 
stock and compares with a net in- 
come of $245,924 or 46 cents per 
share in the same period of 1951. 

On the 20th of August, 1952, the 
longest and most costly strike in 
the history of the company was 
terminated. This strike was start- 
ed on the first day of June, and 
completely paralyzed all produc- 
tion and shipping operations at 
the main plant in Amsterdam. 
Consequently the above sales fig- 
ures for the nine months period 
reflects the 11 weeks sales loss due 
to the shut-down. 

During the strike period, when 
the company was unable to ship 
any of its products, Mohawk dis- 
tributors continued to serve their 
retail dealers to the best of their 
ability and to the extent of heir 
own inventories. These distributor 
inventories were largely depleted 
and every effort is being made by 
the company to replenish their 
stocks in order to meet their re- 
quirements for the normally heavy 
Fall business. 
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In August, the company empha- 
sized the 27 % reduction in product 
prices was caused by the erratic 
decline of world wool prices. Dur- 
ing the third quarter, wool prices 
have reversed their downward 
trend. To offset the higher raw 
material costs as well as the in- 
creased labor costs, Mohawk on 
September 8, 1952 made increases 
on certain of its lines 2% to 7%. 

Indications point to a profitable 
fourth quarter for the company 
and directors have therefore, de- 
clared a dividend of 25 cents per 
share payable December 10, 1952. 
Including this payment, the share- 
holders will have received quar- 
terly dividends totalling $1.50 per 
share for the calendar year of 1952 
against $3.75 paid in 1951. 

Beside the strike, the company 
was adversely affected earlier this 
year due to the general slump in 
the carpet industry but the de- 
mand for floor coverings has im- 
proved recently. 


Bridgeport Brass Company 


“Please comment on recent operations 
of Bridgeport Brass Company and also 
estimated sales volume for this year 
compared with 1951 and please give 
dividend payments.” 

D. M., Bethlehem, Pa. 

For the nine months ended Sep- 
tember 30, 1952, Bridgeport Brass 
Company showed net profit, after 
provision for Federal income and 
excess profit taxes at $2,717,751, 
as compared to $2,717,217 for the 
nine months ended September 30, 
1951. This is equivalent to a profit 


of $2.86 per common share on 947,- 
640 shares outstanding on Septem- 
ber 30, 1952 as compared with a 
profit of $2.85 in 1951 on the same 
number of shares outstanding. 

For the quarter ended Septem- 
ber 30, 1952, net profit amounted 
to $805,885 after provision for 
Federal income and excess profit 
taxes, as compared with a profit of 
$927,026 for the third quarter of 
1951. This is equivalent to a profit 
of 85 cents per common share out- 
standing at September 30, 1952, 
as compared with a profit of 97 
cents per common share outstand- 
ing at September 30, 1951 after 
preferred dividends in 1951. 

Third quarter sales were main- 
tained at substantially the same 
high level as during the first and 
second quarters of 1952 despite 
the difficulties which were faced 
in getting sufficient copper to meet 
production requirements. Recent 
reductions in the price of zine and 
lead have been the result of great- 
er availability of these metals al- 
though copper continues in short 
supply. These price declines in 
zine and lead had no adverse effect 
on the company’s earnings since 
under the “Iifo” system of ac- 
counting which the company uses, 
these and other metals are carried 
at unit prices substantially lower 
than present market prices. 

Net sales for the nine months 
to September 30, 1952 were $93,- 
458,655 against $74,501,331 in 
the like 1951 period. 

At the Indianapolis plant a sec- 
ond large extrusion press has been 
installed and should be in opera- 
tion early next year. This will ex- 
pand both tube and rod capacity 
and improve the service potential 
for the important mid-western 
market. 

Bridgeport Brass has recently 
acquired the former  Bullard- 
Havens Technical School building 
at Bridgeport which will give it 
approximately 75,000 square feet 
of manufacturing space for the 
production of new items which 
fit into its business. 

At the Noranda Mill in Mont- 
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real the substantial capital pro- 
gram to meet the needs of the 
growing Canadian market, which 
has been in progress for over a 
year is now practically completed. 
The Canadian business of the com- 
pany in 1952 is well ahead of 
1951. 

According to the president of 
the company, October sales were 
largest in Bridgeport Brass’ his- 
tory with volume exceeding $12 
million. Volume in current quarter 
is running ahead of any previous 
quarter this year, he added. The 
president estimates that 1952 do- 
mestic sales will reach $125 mil- 
lion, compared with $101,700,000 
last year. 

Dividends totalling $1.70 have 
been paid in 1952 against $1.50 
paid for the year of 1951. 


Standard Coil Products Company 


“In your article “Electronics Industry 
Enters Dynamic Age in the October 18th 
issue you presented statistical data on 
electronics and television companies but 
you did not include Standard Coil Prod- 
ucts Company and probably this was 
because the company is a manufacturer 
of parts for the industry. I will be grate- 
ful if you can furnish recent earnings 
data on the company and also its backlog 
of defense orders.” 

R. T., Santa Fe, New Mexico 

Consolidated net sales and earn- 
ings of Standard Coil Products 
Company Inc. for the nine months 
ended September 30, 1952, showed 
substantial gain over the corres- 
ponding period of 1951. Marking 
an increase of 62% over sales of 
$27,013,071 in the first nine 
months of 1951, net sales in the 
nine months ended September 30, 
1952, totalled $43,869,180, also 
higher by several million dollars 
than consolidated sales for the full 
year of 1951. Both civilian and 
defense production reached new 
highs for the company in October 
1952, with combined sales volume 
exceeding $7,300,000. 

Consolidated net income for the 


_ first nine months of 1952 amount- 


ed to $1,963,945, equal to $1.34 
per share on 1,470,000 outstand- 
ing snares of common stock and 
representing a gain of 69% over 
net income of $1,164,957, or 79 
cents per common share, reported 
for the first nine months of 1951. 

The increase in the proportion 
of tuner shipments to total set pro- 
duction in the first nine months 
of 1952 to the highest ratio in 
company’s history, reflects the 
reduction in customer tuner and 
set inventories and the addition of 
several important set manufac- 
turers as customers. The current 
strong demand for television sets, 
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due in part to seasonal require- 
ments and in part, to new and 
projected television stations, indi- 
cates continuance of capacity pro- 
duction through the first quarter 
of 1953. The company is currently 
supplying the tuner requirements 
for approximately 40% of the in- 
dustry. Operations at Kollsman 
Instrument Corporation are cur- 
rently at the highest level in the 
company’s history. 

Combining the backlog of de- 
fense contracts of Standard Coil 
Products and Kollsman Instru- 
ment total $53 million on October 
31, 1952. 

Dividends of 25 cents quarterly 
have been paid this year and also 
in 1951. 


Laclede Gas Company 


“As the St. Louis territory is growing 
in population and in industrialization, 
please furnish data on Laclede Gas Com- 
pany operating in that territory.” 

W. D., Lexington, Kentucky 


Laclede Gas Company for the 
fiscal year ended September 30, 
1952 had net income of $3,017,422. 
Net income for the 1951 fiscal year 
amounted to $2,932,797. Earnings 
per common share in 1952 were 
92 cents as compared with 89 
cents in the previous year. 

The company distributes na- 
tural gas in St. Louis and St. 
Louis county. The company has 
stressed its program for increas- 
ing its gas supply to meet the 
great demand for additional gas 
service in the territory. There 
have been completions of three 
test holes, a part of geological 
work looking toward the develop- 
ment of underground gas storage 
facilities which should make it 
possible for Laclede to service an 
additional 50,000 house-heating 
customers. 

The rapid growth of population 
in St. Louis county has made the 
company extend its lines into new 
areas as fast as population density 
justify. 

Revenues from gas sales during 
the year were $29,787,000, an in- 
crease of 5% over the preceding 
year. Important elements in this 
increase were substantially great- 
er sales of interruptible gas to in- 
dustrial customers and the addi- 
tion of 6618 new house-heating 
customers during the year. The 
additional house-heating service 
was made possible by installation 
of more compressors in the pipe- 
line of the Mississippi River Fuel 
Corporation, which will shortly be 
able to deliver to Laclede 300 
million cubic feet of gas per day 


as compared with 268 million in 
the two previous winters. 

$6,873,000 was expended during 
the year for plant improvements 
and enlargement. It is noted that 
over one-third of the total plant 
investment of approximately $77 
million has been made in the last 
three years. About $4,500,000 will 
be spent on construction in scal 
1953. 

Bank loans incurred to help 
finance construction amounted to 
$2,200,000 on September 30, 1952. 
Bank credit at the prime interest 
rate is available to cover addi- 
tional funds required for construc- 
tion. The company expects to 
retire most of this bank indebted- 
ness by late next Spring. 

Dividends paid in fiscal 1952 
totalled 50 cents per common 
share as compared with 414 cents 
the previous year. 


Swift & Company 


“You have stated on past occasions 
that the meat packing industry is fac- 
ing intensified competition. Will you 
please report recent result of opera- 
tions of Swift & Co.” 

R.N., Beverly Hills, California 


Swift & Company’s overall re- 
sults during the 1952 fiscal year 
that ended November 1 showed a 
decided improvement over last 
year. Both sales and net earnings 
showed gains. 

The company’s total sales for 
1952 were $2,592,630,543, this is 
$68,412,220 over last year’s figure. 
Total production was up — the 
second largest in the company’s 
history. 

Net earnings were $21,698,417, 
an increase of $9,589,835 above 
last year.Earnings per share were 
$3.66 compared with $2.04 in 
1951. On all operations in 1952 
Swift netted average earnings of 
8/10ths of a cent for each dollar 
of sales, as compared with 14 cent 
last year, and 1.01 cent, the aver- 
age for the previous five years. 

Historically, margins in the 
meat business have been low. 

Company’s financial position is 
strong. Current assets at the fiscal 
vear-end were 2.51 times current 
liabilities. The company’s financial 
stability over the years has en- 
abled it to pay dividends in 66 out 
of the 67 years of its corporate 
life. Dividends in 1952 totalled 
$2.00 per share. 

The “Lifo” method was used in 
pricing most of the company’s in- 
ventories. The effect on earnings 
of “inventory profits” and “inven- 
tory losses” is minimized. When 

(Please turn to page 428) 
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Men, 


Science has at last found a practical way to convert coal into 
the host of valuable chemicals that nature locked into it. 
The people of Union Carbide have developed a way to 
bring coal and hydrogen gas together under carefully con- 
well d heat and pressure. In i a . this revolutionary 
process—called coal hydrogenation—converts the coal into 
a mixture of gases and liquids that are rich in useful 
chemicals. 
A WEALTH OF RAW MATERIALS— Among them are hith- 
erto scarce, and even completely new, chemicals. Some are 
raw materials for plastics and synthe stic rubber, or are vital 
to medicine and vitamins. Some are valuable in rocket pro- 
pulsion. Others are necessary in insecticides, surface coat- 
ings, and many other important uses 


A NEW SOURCE OF SUPPLY — Today, Union Carbide’s 


coal-hydrogenation process promises steady and vastly in- 





UCC’s Trade-marked Products of Alloys, Carbons, Chemicals, Gases, and Plastics include 


chemistry, and coal! 


Science has found a new way to get valuable chemicals from coal 


creased production of chemicals for these needed materials. 
What’s more, it will provide a host of chemicals that may 
become the basis of many new products. 

A UCC ACHIEVEMENT -— With the first coal-to-chemicals 
plant of its kind in operation, the people of Union Carbide 
are now well on the way to making abundant coal a source 
of chemicals important to us all. 


FREE: /f you would like to learn more about Union Carbide’s exciting 
new coal-hydrogenation process, write for the illustrated booklet, 
“Chemicals from Coal.” Ask jor booklet 


Uniton CaRBIDE 


AND CARBON CORPORATION 


30 EAST 42ND STREET [I] = NEW YORK 17,N. ¥Y. 





SYNTHETIC ORGANIC CHEMICALS * BAKELITE, KRENE, and VINYLITE Plastics « LrNpE Oxygen * DYNEL TEXTILE FIBERS 
ELECTROMET Alloys and Metals * HAYNES STELLITE Alloys * PREST-O-LITE Acetylene * PYROFAX Gas 
EVEREADY Flashlights and Batteries * NATIONAL Carbons * ACHESON Electrodes * PRESTONE and TREK Anti-Freezes 
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Your Tax Bill... $79 Billion 





(Continued from page 385) 


of low-bracket individual income 
taxes and higher level of exemp- 
tions from the National than from 
the State Tax. 

2. Relinquishment of death taxes 
by the States in exchange for Na- 
tional withdrawal from a source 
more widely and evenly dis- 
tributed. 

3. Relinquishment of the gaso- 
line fuel tax by the National Gov- 
ernment, at least insofar as it ap- 
plies to fuel used on highways. 

4. Reduction in national tax 
ra 2s on alcoholic beverages and 
tobacco in order that the States 
may use more extensively these 
widely distributed tax bases for 
State purposes. 

5. Elimination of the National 
tax on admissions, leaving this 
source to states and their sub- 
divisions. 

6. Reservation of general sales 
and gross receipts taxes to States 
and local governments, at least in 
the absence of some extraordinary 
national need. 

7. Simplification of payroll 
taxes, by adopting the proposal of 
the States for a 100 percent offset 
of their employment compensation 
tax against the national tax. 





Prospects for Foreign Trade 
in 1953 





(Continued from page 395) 


the 1952 figure. On the other 
hand, Brazil, Bolivia, and Uru- 
guay in Latin America and Indo- 
nesia in Southeast Asia should 
buy less. The overseas sterling 
countries — India, Australia, and 
India in particular — will prob- 
ably continue to hold down their 
purchases of our consumer goods 
to a minimum, while maintaining 
their imports of our capital goods. 
Western European purchases of 
our cotton, grains, meat products 
should be smaller. 


Accumulation of Gold and Dollar 
Balances by Foreigners 


One may conclude, on the basis 
of the above anticipations, that 
(1) foreign countries will have 
available in 1953 about as many 
dollars as they had in 1952 even 
with a drastic cut in our economic 


422 


grant-in-aid to them, during the 
second half of 1953 and that (2) 
they will continue to build up 
their gold and dollar reserves in 
1953. Unfortunately, it will prob- 
ably again be the countries that 
already have sizeable gold and 
dollar reserves—such as Vene- 
zuela, Cuba, Belgium and Ger- 
many — that will continue to gain 
in 1953. Others, such as the ster- 
ling area countries and Western 
Europe, are likely to make only 
moderate gains. 

In general, the year 1953 will 
be a year of stiffer competition 
for most of our manufactured 
goods in international markets, 
and the U.S. exporters may find 
it necessary to expand their sales 
promotion activities and even lib- 
eralize their sales terms in order 
to keep the gains of past years. 





For Profit and Income 





(Continued from page 411) 


under the 1952 recovery high, and 
still further under their bull- 
market high, which was made as 
far back as February, 1951. The 
industry’s outlook depends on 
one’s perspective. A high rate of 
operations and a gain in year-to- 
year earnings comparisons are 
expected in the first half. Output 
probably will recede somewhat 
later in the year. Full-year profits 
nevertheless should at least equal 
those of 1952, and might better 
them. That would be no great 
feat, since 1952 profits were cut 
sharply by the long industry-wide 
strike. As a result, few companies 
had any 1952 EPT liability, in 
contrast with heavy EPT charges 
in 1951. EPT relief next June 30 
could aid profits on an absolute 
basis, without significantly better- 
ing year-to-year comparisons. 
Accelerated amortization will tend 
to hold down bookkeeping profits, 
but swell retainable cash. The 
stocks are cyclical; and it is 
doubted that sharply enlarged 
capacity for making steel will be 
.aore than partially utilized under 
normal conditions. Longer-term 
market potentials are certainly no 
better than average. 


Income 


For those requiring income re- 
turn, relatively good yields are 
still available. A few selected ex- 
amples, with approximate current 
yields, are: American Telephone 
5.7%, Beatrice Foods 5.7%, Bene- 


THE 





ficial Loan 5.4%, McGraw-Hill 
6.5%, General Motors 5.9%, Mel- 
ville Shoe 6.9%, United Biscuit 
5.5% and Woolworth 5.6%. 





Which Companies to 
Maintain or Increase 
Earnings in 1953 





(Continued from page 397) 


pany showed up with excellent 
earnings in the fiscal year ended 
July 31, 1952. Unusually heavy 
orders, on account of the hot 
weather in June and July of that 
year, helped to account for the 
spurt in earnings. For the fiscal 
year ended Oct. 31, 1952, earn- 
ings were at a rate of about $4.50 
per share but this is normally the 
period when sales are lower. 
While defense business in part 
accounts for the larger volume, 
the underlying trend in the air- 
conditioning field is so strong that 
it would be surprising if the mo- 
mentum in production and sales 
did not carry over into 1953. A 
projection for the outlook of fis- 
cal 1953 at roughly 1952 earnings 
seems reasonable. Operating con- 
ditions are aided by use of new 
plant facilities and the greater 
availability of hitherto scarce ma- 
terials. A feature of the com- 
pany’s business is its equipping of 
some very large new buildings 
with air-conditioning units. 
Pittsburgh Plate Glass Co. De- 
spite the handicap of material 
shortages in other industries for 
which this company is a supplier, 
earnings last year showed a satis- 
factory gain, increasing from 
$3.44 a share in 1951 to an esti- 
mated $3.90 a share in 1952. The 
projected increase in the manu- 
facture of automobiles in the 
early part of 1953 offers strong 
support to the company’s glass- 
making divisions. Furthermore, 
continued strength in the build- 
ing industries, along with chemi- 
cals and paints, should provide 
Pittsburgh Plate Glass with sus- 
tained sales at a high level. The 
chemical division especially is ex- 
panding rapidly and offers satis- 
factory long-term possibilities. Of 
importance as a potential source 
of higher profits is the increasing 
use of glass as semi-structural 
material in large office buildings. 
In 1950, earnings were $4.54 a 
share. Based on the strong trade 
position of the company and the 
general outlook for the principal 
(Please turn to page 424) 
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The ownership of American Cyanamid 
Company is in the hands of more than 
33,000 holders of the company’s common 


stock. 


Over 80% of these shareholders are indi- 
viduals much like yourself who have in- 
vested a portion of their assets in the 
company. They live in every state in the 
Union and come from all walks of life... 
business men and women, factory work- 
ers, teachers, farmers, housewives and 
others. More than half of these individual 


shareholders are women. 


The balance of the company’s common 


stockholders includes trust funds, invest- 
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ment trusts and other fiduciaries, shares 
held in joint ownership of one or more 
persons, and those shares held in bank 


and brokerage accounts. 










No single shareholder owns as much as 
2% of the company’s stock and over 28,500 
of the shareholders own less than 200 


shares each. 





American Cyanamid Company is typi- 
cally American in the broad base of its 
ownership. It is typically American, too, 
in the diversity of its interests and in its 
practical application of chemical research 
to the solution of problems in everyday 


living. 
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Ml AMERICAN dd COMPANY 
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Which Companies to 
Maintain or Increase 
Earnings in 1953 
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industries with which it is con- 
nected, earnings for 1953 should 
approach the 1950 figure. 
Standard Brands, Inc. Esti- 
mated earnings for 1952 of about 
$2.60 a share fell slightly under 
the $2.74 a share for 1951. With 
sales slightly ahead, about 3% 
for the first 9 months of 1952, 
profit margins have declined, in 
part due to the inventory situa- 
tion in the earlier part of the 
year. However, greater stability 
in this regard, in addition to the 
prospect that controls will be 
completely lifted in food prod- 
ucts, should provide the company 
with the opportunity to maintain 
earnings at approximately the 
same rates as in the past few 
years, when they reached a high 
of $2.96 a share in 1950. The com- 
pany is very active in research in 
new products and maintains a 
progressive sales policy. Standard 
Brands’ foreign business is at en- 
couraging levels but is still handi- 
capped by foreign exchange re- 
strictions, apart from Canada, of 
course. Lower prices for some of 
the commodities the company pur- 
chases in connection with its pro- 
duction should help to cut costs 
and increase the profit margin. 
Westinghouse Electric Corp. 
Estimated earnings for 1952 of 
around $4.50 per share compare 
favorably with the $4.03 per 
share earned in 1951. For the first 
9 months of the year just ended, 
earnings were $3.02 a share after 
an increase of about $12 million 
in income taxes, or approximately 
75 cents a share on the outstand- 
ing 15 million shares of common. 
Ending of the excess-profits tax 
in June should favorably effect 
earnings for the final six months. 
Based on present indications, 
Westinghouse faces a year of full 
plant activity so that any savings 
from the elimination of EPT 











In the next issue 


A special review of the sugar 
industry and the sugar 
stocks. Timely in view of ma- 
jor changes taking place. 
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should be substantial. In any 
event, the earnings trend is up- 
ward and should continue on this 
basis well into 1953. 





Three Leading Auto 
Accessory Companies 





(Continued from page 404) 


Research and manufacturing ex- 
perts have continued to discover 
and produce essential components 
that have been universally adopted 
by the automotive and aircraft in- 
dustries. 

The company is a major pro- 
ducer of piston rings, pumps, 
valves and tappets as well as a 
variety of jet engine components 
and items in electronics. It com- 
petes with Bendix Aviation in 
making parts for jet engines and 
with Borg-Warner in its pumps. 
Eaton Manufacturing is a leading 
competitor in valves and tappets. 
So important is Thompson in pis- 
ton rings that the Department of 
Justice stood in the way of pro- 
posed acquisition of Perfect Cir- 
cle as well as of Muskegon Piston 
Ring Co. Government attorneys 
contended that a consolidation 
with either of these concerns 
would constitute a violation of the 
anti-trust laws. The manufacture 
of piston rings for the important 
replacement market has been one 
of Thompson’s principal activ- 
ities. Supplying parts for jobbers 
and garages always had been con- 
sidered an important outlet for 
auto parts — especially piston 
rings, which tend to wear more 
rapidly than most other engine 
components. 

Thompson has experienced phe- 
nomenal growth in the last ten 
or twelve years, having gained 
great impetus in the recent war 
as a result of extension of produc- 
tion to aircraft parts. Good re- 
placement sales helped sustain de- 
mand for parts while motor car 
manufacturers devoted _ their 
plants to war work. Sales rose 
from an average of about $12 mil- 
lion annually immediately prior 
to the war to a peak of $95 mil- 
lion in 1945. The wartime high 
was surpassed in 1948 and vol- 
ume has continued to climb to an 
estimated $250 million for 1952. 
Net profit is estimated to ap- 
proximate $6.75 a share for the 
year, compared with $6.20 for 
1951 on $195 million sales. 


Excess profits taxes will hold 
down profits for 1952 and the 
liability under this impost may 
approximate $3.25 a share for the 
year. Elimination of the provi- 
sion next June would hold prom- 
ise of boosting 1953 earnings 
even though sales should not con- 
tinue to expand. Current sched- 
ules suggest that volume in 1953 
may reach $300 million. Net profit 
may range above $8.25 a share 
and could go higher under favor- 
able circumstances. 

Dividends have been conserva- 
tive because of management’s de- 
sire to plough back into the busi- 
ness as much of current “abnor- 
mal” earnings as possible. Pay- 
ments of $2 a share annually, sup- 
plemented by occasional stock 
distributions, afford a compara- 
tively modest return on the in- 
vestment, but growth potentials 
in aviation are regarded as a com- 
pensating factor. 

Capitalization includes a de- 
benture issue of $15 million due 
in 1971 with a 314 per cent cou- 
pon, 91,363 shares of $4 preferred 
stock and only 1,182,467 shares 
of common stock. The latter 
ranged between 42 and 59 in 1952 
and at present prices is by no 
means over-valued, based on the 
intrenched position of the com- 
pany and the excellent earnings 
potential. 





The Bond Market Outlook 
for 1953 





(Continued from page 409) 


savings. 

The government bond market 
has to a great extent already been 
put in readiness for a new long- 
term bond. If the Treasury should 
deem it expedient to issue a 30- 
year 3 per cent Government bond, 
the kind being generally discussed 
in the financial markets at the 
present time, it would create a 
situation in which the 20-year 
issues should sell on a 2.75 basis, 
the 10-year issues on a 2.50, the 
5-year issues on a 2.35, the 2-year 
issues on a 214, and the one-year 
issues on a 214, with the 91-day 
bills on a 2 per cent basis. A look 
at the bond list will show that 
they are selling within a small 
range of those yields now. 

Faced with the current debt 

(Please turn to page 426) 
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This is a 
belteve it 


THERE ARE FEW companies 100 years old. Centennial 
celebrations are news. Their survival in business is no 
happenstance. The daily record of failures makes any 
business undertaking “difficult, human and worthwhile.” 

Successful management is elected by the people. The 
competency of a company is passed upon by customer- 
voters hour by hour, day by day. Customers register their 
opinion of a firm’s policies and practices, its integrity, its 
service, its progressiveness. They ultimately recognize 
character and place their stamp of approval upon it. 

The market place is a symbol of economic freedom- 
where the consumer is free to choose this or that, or 
nothing at all. 

The polling booth is the symbol of political freedom 
another kind of customer choice. 

When the political leader unduly restricts the freedom 
of the market place, or the businessman unduly in- 
fluences political processes, both endanger our national 
well-being. 

Political freedom and economic freedom are Siamese 
twins. They thrive or suffer together. If they work to- 
gether, each respecting the other, America will continue 
to show its tail-lights to the rest of the world. 

This freedom of choice makes the lowliest citizen a 
sovereign. He can substitute any form of Government for 
the American system. He can throw the biggest company 
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or not! 


into bankruptcy overnight by voting for its competitor. 
Set this down as gospel: 
A BUSINESS IS BIG...ITS LIFE IS LONG... 
ONLY IF CUSTOMERS VOTE IT SO! 








THe roors of Cities Service companies are deep in the 
soil of American endeavor. They extend back four gener- 
ations. They weathered the early vicissitudes of all small 
businesses. They survived wars and depressions, and 
grew strong because they were nurtured by the water and 
sunshine of quality and service. 

After eighty years a Cities Service company still does 
business near the site of Drake’s first oil well in Titusville, 
Pennsylvania, and another company produces and sells 
natural gas in the Fredonia, New York area where it was 
discovered in 1821. 

In 1952, customers voted Cities Service another span of 
life through their purchase of $900,000,000 worth of 
products and services— $500 million more than in 1945— 
in a free and competitive market place. 

Twenty-odd thousand employees and 18,000 dealers of 
Cities Service are deeply aware of the source of their well- 
being and the long life of their company. They will strive 
to continue to merit the confidence of men and women in 
a country where economic freedom and political freedom 
are blood-brothers. 


CITIES (A) SERVICE 


Quality Petroleum Products 
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The Bond Market 
Outlook for 1953 





(Continued from page 424) 


situation, the Treasury could con- 
ceivably take several courses. It 
could decide to pursue a “passive” 
policy, that is delay the offering 
of long-terms until such time as 
when a drop in the business level 
would release funds for invest- 
ment in Government. Or it could 
adopt a “dynamic” policy by com- 
peting actively for funds in the 
investment market. There is, 
however, a third possible alterna- 
tive, the middle course. It could 
meet the funding problem gradu- 
ally, by pursuing a course which 
would call for a consistent and 
persistent policy of whittling 
down the volume of short-term 
debt to more manageable propor- 
tions over a period of time with- 
out drastic action and without 
any large bond offerings at any 
one time. Such a course under 
present economic conditions 
seems reasonable. 

On the whole, most bond prices 
were relatively stable in 1952. 
Some types of credit tightened 
during the year however, notably 
VA mortgages and municipal se- 
curities. Due to the record volume 
of state and municipal financing 
that took place during the year, 
the yields on tax-free issues be- 
ginning in early summer rose 
sharply from a 2.03 per cent yield 
basis to 2.89 per cent and they 
are currently around that level. 

Top grade corporate bonds fluc- 
tuated within narrow ranges. 
Aaa-rated issues, currently around 
2.98, moved between 3.03 and 2.91 
as compared with 3.04 and 2.65 
in 1951. The following yields on 
taxable treasuries as of mid-De- 
cember show the extent of price 
declines in 1952: 3-years at 2.33 
from a low of 1.94; 5-years at 
2.38 from a low of 2.04; 10-years 
at 2.51 from a low of 2.20; long- 
est eligible at 2.74 from a low of 
2.54; and longest ineligible at 
2.73 from a low of 2.50. 

Any modest business downturn, 
however, in the months ahead 
with a resultant falling off of 
financing requirements could 
easily reverse this trend and re- 
sult in lower interest rate levels 
Nevertheless, while recognizing 
the ever present uncertainties in 
the outlook, the upward trend of 
interest rates which began at the 
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conclusion of World War II, in- 
terrupted at times and so slow at 
others as to be almost impercep- 
tible, should continue although at 
a slow rate in the year ahead. 





Which 1952 Laggards Have 
Best Chance of Recovery? 





(Continued from page 407) 


earnings record, net in 1947 
reaching $8.52 a share, against 
$3.29 in 1946, and then declining 
from $8.14 for 1948 to $4.41 in 
1949. On the basis of 1950 and 
1951 results and estimated 1952 
earnings, Joy appears to have 
stabilized its earning power which 
on record net sales of $70 million 
in 1951, compared with $45.2 mil- 
lion in 1950, produced $5.74 a 
share for the capital stock, 
against $4.02 a share in 1950. Net 
sales in the fiscal year ended Sept. 
30, last, reached another record 
high of $78.8 million and although 
operations were slowed by the 
steel] strike and labor troubles of 
its own, net was equal to $5.41 
a share. 

The company, the leading man- 
ufacturer of machinery and 
equipment for underground min- 
ing, has strengthened its _ posi- 
tion by the development of a 
“continuous miner” for the nearly 
automatic extraction of coal. Ad- 
ditional strength has been built 
up by the acquisition in March, 
1952, of the Craig Bit Co., to 
manufacture accessories for Joy’s 
regular products, and by the 
broadening of its own operations 
including the development of a 
low-cost oxygen generator for use 
in the steel, glass, chemical and 
metal-working industries. The 
capital stock has received divi- 
dends continuously for the last 14 
years. Quarterly payments of 
6214 cents were paid in 1952, 
plus an extra of the same amount 
to bring the year’s total to 
$3.1214 a share. The stock, while 
ranking as a speculative issue, 
affords a satisfactory yield and in 
view of the company’s established 
position in its regular field and 
expansion activity appears to 
have moderate growth possibil- 
ities. 

Montgomery Ward 

Overshadowed by the seeming- 
ly greater aggressiveness of its 


competitor —Sears, Roebuck & 
Co.—and the constant turnover 
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of its high-ranking executive 
staff, Montgomery Ward has 
temporarily lost appeal to in- 
vestors. Of course, another brake 
against the stock’s market action 
has been the comparatively poor 
earnings of $4.29 a share in the 
nine months to Oct. 31, 1952, 
against $5.57 in the same period 
of the year before. Much of this 
difference in earnings for the 
1952 and 1951 periods was piled 
up in the first half of last year 
when first quarter net was 85 
cents under that of a year ago, 
followed in the second quarter by 
a drop of 31 cents, with the 
spread between the third quarters 
of the two years being narrowed 
down to where it amounted to 
only 12 cents a share. On the as- 
sumption that the company can 
hold this latter ratio through the 
fourth quarter ending January 
31, this year, earnings for the 
common stock should be close to 
$7.00 a share which would com- 
pare with $8.14 earned in the 
1951-52 fiscal year. Continuing its 
ultra-conservative policies, Mont- 
gomery-Ward has further 
strengthened its financial posi- 
tion. Cash and U. S. Government 
securities, as of July 31, 1952, had 
risen to $231.7 million, a gain of 
$58 million over July 31, 1951, 
with inventories on the same date 
last year of $275.8 million down 
$42.2 million from the previous 
year. While the company pursues 
its current policy of conservatism 
there is little likelihood of an in- 
crease in the present indicated 
annual dividend of $3.00 a share. 
The stock, however, still retains 
its investment qualities despite 
its lack of popularity. The pres- 
ent financial strength of the com- 
pany provides a good base for 
future important developments 
and the stock should be held. 


The market price of the stock 
has held almost stationary in the 
narrow groove between 39 and 
43 for over 18 months. Net earn- 
ings, too, have been steady, 
amounting to $4.50 in 1950, $4.69 
in 1951 and around $4.00 last 
year. 

In 1952 gross revenues gained 
42% for the first nine months 
amounting to $242.2 million or 
$3.10 per share, dipping slightly 
from the $3.31 in the similar 1951 
period. Last October, unfilled or- 
ders stood at approximately $385 

(Please turn to page 428) 
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The case of 
Ray Barber 


and 


American Enterprise 








Ever wonder if your employees 
understand the principles of American 
Enterprise? Ray Barber does, because he 
makes it work for him every day of his life! 
Ray is the kind of man who sticks on the 
job a long time. He’s worked for Armco in 
Ashland, Kentucky for twenty-two years. 
Like his father and grandfather before him, 
Ray’s roots are deep in his own community 
He owns his own home... right next door 
to the house where he was born. 

Like thousands of other people in the 
Chessie Corridor, Ray has his own little 
farm. Here, year in and year out, he’s 


watched the principle of American Enterprise 
in action. Ray Barber knows you can’t make 


a crop without first planting the seed. He 
knows it’s what’s put into a job that 
determines what comes out. 

We’re mighty proud of Ray Barber 
because he’s a typical example of the 

kind of people who live and work in 

C & O’s Center of Opportunity. 
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C&0’s “Pin-Point” surveys are strictly confidential 


Finding the right spot for your new plant...the right kind 


a leet of labor supply for your operation can be a costly, time-con- 


suming job for you and your organization; let our experts in 
this field make the task easy by preparing a special PIN-POINT 
survey to meet your requirements. For further information 
write The Chesapeake & Ohio Railway, Industrial Develop- 
ment Department, Terminal Tower, Cleveland 1, Ohio. 
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Chesapeake and Ohio Railway 


SERVING: VIRGINIA * WEST VIRGINIA * KENTUCKY 
OHIO * INDIANA * MICHIGAN * SOUTHERN ONTARIO 
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Which 1952 Laggards Have 
Best Chance of Recovery 





(Continued from page 426) 


million, a major portion of this 
was. military business where 
profit margins are less than on 
regular output. 

A shutdown caused by the steel 
strike hampered third-quarter 
earnings, which in turn, lowered 
full-year expectations, but suffi- 
cient to continue the regular divi- 
dend rate of $3.00. 

For the past half decade, Pull- 
man, the largest builder of pas- 
senger railway cars has been di- 
versifying its business. Already 
the owner of the engineering firm 
of M. W. Kellogg Co. it acquired 
the Trailmobile Co., second larg- 
est U. S. truck-trailer manufac- 
turer, in mid-1951. Both acquisi- 
tions are considered constructive 
long-term moves to offset the wide 
swings in rail orders, stabilize 
volume and enhance future earn- 
ing power. 

Although the financial position 
of the company is still strong, the 
purchase of Trailmobile for $20.5 
million in cash plus assumption of 
$21 million loans and certain lia- 
bilities, terminates the exception- 
ally liquid position maintained 
since the sale of the sleeping car 
properties. As of September 30, 
1952, cash items totaled $34.8 mil- 
lion while net working capital 
amounted to $110.5 million. Divi- 
dend pay-out is about 75% of 
estimated 1952 income. 

Despite diversification, cyclical 
influences still dominate the 
greater portion of the business 
which is typical of the industry. 
Until there is evidence of larger 
and more stability of income from 
non-rail equipment subsidiaries, 
the stock should be speculatively 
— on the longer-term out- 
ook. 


A. O. Smith 


The behavior of this company’s 
stock in 1952, differed little from 
the pattern the issue has followed 
in the last five years during which 
it has moved from a low of 19 
recorded in 1949 to a high of 
395% in 1951, and fluctuated be- 
tween 323% and 3814, through- 
out 1952. This record depicts the 
market history of a stock that 
in the four fiscal years ending 
July 31, 1951, has earned better 
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than $7 a share in each of those 
years, and which in the 12 months 
to July 31, 1952, despite handi- 
caps imposed on output by the 
steel strike, was able to report 
earnnigs of $5.02 a share for its 
stock. 

The company, a large manu- 
facturer of automobile and truck 
chasses, welded pipe of large di- 
ameters for gas and oil lines and 
oil well casings, manufactures a 
number of other products for 
various industries such as pumps, 
electric motors, as well as a wide 
range of items for the military. 
Its record in the post-war years, 
except for the 1951-52 fiscal 
period, has been one of constant 
growth, net sales rising from 
$82.4 million in 1946 to $211.8 
million in 1950-51, declining last 
year to $178.8 million. A factor 
bearing upon current earnings is 
the increasing cost of operations, 
a condition that is not helped by 
the large volume of defense work 
on the books with a relatively low 
profit margin. Illustrative of this 
is that although sales volume in 
the October quarter of the cur- 
rent fiscal year amounted to $46.2 
million per share earnings were 
equal to only 61 cents, compared 
with $49.3 million in sales and net 
of $1.41 a share in the corre- 
sponding quarter of the previous 
year. Notwithstanding this show- 
ing, a greater volume of produc- 
tion in the automotive industry 
and an expected easing of the ma- 
terials situation, especially in 
steel for pipe, makes for a bright- 
er outlook for the current year 
with the possibility that per share 
earnings could improve over last 
year’s results. The prevailing 
dividend rate of $2 a share an- 
nually is secure and the stock is 
worth holding as a speculative 
issue. 


Western Union 


During the past 5 years this 
company has passed through a 
transitional period from tradi- 
tional telegraph service to a sys- 
tem employing a high degree of 
mechanization and modern com- 
munication. Some results of this 
trend already have brought about 
drastic reduction of costs and in- 
creased operating efficiency and 
gross income. 

In this program, the aggressive 
management has had to face vari- 
ous problems and solve vexing ad- 
justments, which often ensue dur- 
ing a renaissance of this nature. 


After 2 years of operating losses 
in 1948 and 1949, net income rose 
sharply to $7.26 per share in 


1950. In reflection, the stock 
moved up to a high of 47 and 
since then has fluctuated side. 
ways, roughly in the 35 to 45 
area. 

Then in 1951, because of wage 
increases totaling $15.4 million 
annually, net profits were reduced 
to $4.85 per share. This year, fol- 
lowing a 52 day strike ending in 
May, the company reported a defi- 
cit of $2.33 per share for the first 
nine months. However, prospects 
improved upon agreement of a 
total of $16.7 million in rate ad- 
vances, subject to commission ap- 
proval, to cover higher compen- 
sation costs. With October net 
placed at $1.05 per share, full 
year earnings are estimated be- 
tween $1.00 and $2.00 per share, 
with the probability of the com- 
pany continuing the $3.00 annual 
dividend. 

The outlook for Western Union 
is contingent upon various fac- 
tors. Near-term, the trend is for 
definite improvement. The _ stock 
could earn, barring repetition of 
wage agitation or other unfore- 
seen reversals, upwards of $4.00- 
$5.00 per share in 1953. On this 
basis, retention of the issue is 
advisable from the speculative 
standpoint. 

The longer-range progress of 
the company is conjectural. Its 
previous earnings and dividend 
record dictates caution. It re- 
mains largely a cyclical proposi- 
tion. Much depends on how the 
management improves its com- 
petitive position, resolves the la- 
bor problem and maintains its 
good financial condition. 
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prices drop, as many did this year, 
the adverse effect on earnings is 
largely eliminated. Much of the 
company’s research measures are 
directed toward reducing operat- 
ing costs. 

Although Swift’s operations im- 
proved last year, 1952 was a dif- 
ficult year for the meat packing 
industry. Many prices were mov- 
ing downward and_ operating 
costs were on the increase. 

Total meat production in 1953 
is expected to be up slightly from 

(Please turn to page 480) 
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FIRST FIFTY YEARS _ 
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EQUIPMENT 
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Topay, SCORES OF INDUSTRIES are oper- 
ating more profitably . . . materials and products 
are being handled with greater speed and safety 

. automotive equipment is developing greater 
efficiency . . . because of the standards of excel- 
lence established by CLARK a full half-century ago. 
With each succeeding year these standards have 
not merely been maintained . . . they have been meena 
raised. For with CLARK, the best of today is but 
a challenge for tomorrow. And, in following this 


pattern of progress, we take it as an obligation to 





see that every CLARK product shall continue to 
represent the greatest possible value in service, 
performance and operating efficiency. You, too, 
will find that ‘‘it’s good business to do business 
with CLARK EQUIPMENT.” 












SATS 


A phone call to your 
Clark dealer—he's 


listed under “Trucks ‘ 
—Industrial” in the ips 
Yellow Pages of the “O}mw 





phone book—is the INDUSTRIAL TRUCK DIVISION © CLARK EQUIPMENT COMPANY © BATTLE CREEK 116, MICHIGAN am ‘ 
best and fastest way Please send: [J Material Handling News 
t  () Condensed Catalog 


to get the facts about 











Clark Equipment—or — —_—_— 

use the coupon for Firm Name satel itceeinsapthotimstcaeeiliclpataiaiatae 
literature and movie ge to ee ew: 
areca. City = Zone State ee 





AUTHO LARK INDUSTRIAL TRUCK PARTS AND SERVICE STATIONS IN STRATEGIC LOCATIONS 








JANUARY 10, 1953 429 




















Answers to Inquiries 





(Continued from page 428) 


the past year’s level—about 144 
pounds per capita compared with 
1952 142 pounds. The Department 
of Agriculture estimates a 10 to 
15% increase in beef and veal 
production. This is expected to 
more than offset the 6 to 8% 
decline in pork resulting from this 
year’s smaller pig crop. Lamb pro- 
duction is not likely to change. 


Reynolds Spring Company 


“Please furnish recent earning data 
on Reynolds Spring Company and sales 


volume.” 
N. C., Little Rock, Arkansas 


Reynolds Spring Company for 
the fiscal year ended September 
30, 1952 reported a net loss of 
$229,035 compared with a net 
profit of $222,208 for the fiscal 
year ended September 30, 1951. 

Several factors contributed to 
the loss, one was peculiar to the 
cushion spring industry through 
which a substantial loss of market 
occurred when one of the largest 
individual users discontinued pur- 
chasing most of its requirements 
and went into production for its 
own use; another was the pro- 
longed steel strike; another was 
a strike in the company’s Cleve- 
land plant and another was the 
trend away from coil spring type 
of construction necessitaing con- 
version of most of Reynold’s 
spring facilities. 

Net sales for the 1952 fiscal 
year amounted to $7,203,564 com- 
pared with $12,432,733 in the 
preceding year. 

To replace lost sales volume in 
the cushion spring market, the 
company decided to establish a 
chemical division for production 
of vinyl material and it is expected 
that this operation will commence 
about February 1, 1953. The 
working capital position remains 
satisfactory and the long term 
bank loans have been paid off. 

Dividends in 1951 totalled 90 
cents a share and 15 cents was 
paid on March 15, 1952 and this 
has been the last payment to date. 


Hiram Walker-Gooderham 
& Worts Ltd. 


“Please indicate working capital posi- 
tion and operating results of Hiram 
Walker-Gooderham & Worts for their 
latest fiscal year.” 


T. N., Worcester, Mass. 
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Consolidated net earnings of 
Hiram Walker-Gooderham & 
Worts Ltd. for the year ended 
August 31, 1952. totalled $15,674,- 
160, or $5.43 per share, compared 
with $20,872,190, or $7.23 a share 
in the previous fiscal year. This 
year, for the first time, the finan- 
cial statements are expressed in 
United States currency, while the 
accounts of the Argentine sub- 
sidiary, due to continuing string- 
ent exchange controls, have been 
omitted from the consolidation. 
The decline in profits, states the 
president, is attributable princi- 
pally to lower sales ($306,998,430 
compared with $328,284,523) and, 
to a lesser extent, to increased 
costs and higher income tax rates. 
For each dollar of 1952 net income, 
the company’s tax bill was $13.62. 

In the United States the pro- 
gram of building up inventories 
was completed and production is 
now on a replacement basis. Pro- 
duction in Canada was maintained 
at a high level and satisfactory in- 
crease in maturing whiskey inven- 
tories were achieved. In Scotland 
production was well in excess of 
sales and further progress was 
made in building up inventories. 

The present Federal excise tax 
in the United States of $10.50 a 
gallon is an increase of 854 over 
the $1.10 tax imposed when pro- 
hibition was repealed in 1933. 
Liquor is by far the highest taxed 
commodity in North America. Un- 
der this rate of Federal excise tax, 
consumption of legal tax-paid 
liquor has been reduced while 
moonshining has increased. Fed- 
eral excise tax receipts from the 
industry in 1952 are falling short 
of U. S. Treasury Department es- 
timate. These various factors pro- 
vide convincing evidence that a 
$6.00 a gallon excise tax, coupled 
with efficient law enforcement. 
would bring about a substantial 
increase in legal] liquor consump- 
tion, with corresponding decrease 
in moonshining and bootlegging, 
according to the president of the 
company. 

If the procedure followed in the 
1952 financial statement had been 
adopted for 1951, net earnings for 
the 1951 year would have been 
$19,970,820 in United States cur- 
rency as compared with $21,816,- 
722 in Canadian currency before 
unrealized foreign exchange losses 
of $944,532. However, if results 
for 1952 had been computed on 
the basis followed in previous 
years the net earnings before un- 
realized foreign exchange losses 
of $8,762,864 arising in consolida- 


tion would have been $15,923,218. 
In view of the materiality of this 
exchange adjustment of $8,762,- 
864 in relation to net earnings for 
the year, the company would have 
charged this amount against 
earned surplus. 

Consolidated balance sheet as of 
August 31, 1952, reflects the 
changeover from Canadian to 
United States currency and the 
omission of the account of the 
Argentine subsidiary. Working 
capital of $116,156,197 compares 
with $119,732,782 at August 31, 
1951. Ratio of current assets to 
current liabilities is better than 
5 to 1. The changes mentioned 
above were made at September 1, 
1951 and resulted in a reduction 
of $4,889,060 at that date in 
earned surplus. At the same time 
the appropriation of $2,500,000 
for contingencies and exchange 
fluctuations was transferred to 
earned surplus. At August 31, 
1952, earned surplus, after divi- 
dend payments of $11,477,633 or 
$4.00 a share, totalled $133,023,- 
990 and the company’s net worth 
was $150,265,605. 

With 68% of net current assets 
in the United States and substan- 
tial portion in other countries in 
the form of inventories, the re- 
porting of accounts in United 
States currency and converting in- 
ventories at rate of exchange pre- 
vailing at date of production or 
acquisition have minimized the 
effect of fluctuations in rates of 
exchange during the past year. 
They should likewise minimize the 
effect in future years. 
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unfounded. Most companies, plan- 
ning their operations, are taking 
close account of the possibility of 
saturation in markets for house- 
hold products, variables in con- 
sumer incomes, population 
changes and other factors. Above 
all, they are inclined to keep inven- 
tories under much closer control 
than was true in 1951. 


Profit margins are still affected 
by high costs and taxes. Where 
profit margins have been main- 
tained at satisfactory levels or in- 
creased, this has been due to in- 
creased sales. Any important di- 
minution in sales would have an 


(Please turn to page 432) 
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COMMERCIAL SOLVENTS 


CORPORATION 
PRODUCT HIGHLIGHTS 








we’re growing more N at Dixie 


The $20,000,000 expansion program now nearing com- 
pletion at our Dixie Plant in Louisiana will enable us to 
double our ammonia output in 1953. This means that 
we will be able to supply the fertilizer industry with 
about twice as much nitrogen as before and that CSC 
will be a leading basic source of nitrogen in its three 
key forms—anhydrous ammonia, nitrogen. solutions, 
and ammonium nitrate. 

Ammonium nitrate will be produced by the new, ex- 
clusive Stengel process developed by CSC Research. 
The yield of this advanced method will be a product 
“‘custom-sized”’ to the industry’s varying needs. 

Primary in the agricultural chemicals field, CSC is 
also a source of supply for technical-grade benzene hexa- 
chloride and for the new nitroparaffin insecticide Dilan®. 





Timetable for |> 
‘‘catching”’ more CH;OH _' 


The CSC 1953 production timetable puts much more 
methanol on the delivery schedule than ever before. A 
major supplier of methanol for many years, CSC will 
be one of the largest producers in the world in 1953. 

In addition to this expansion, CSC has stepped up the 
output of formaldehyde at its plant at Agnew, California. 
Volume production continues, of course, in the fields 
of fermentation alcohols, nitroparaffins, and riboflavin. 
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increased 
anti-freeze sales in key markets 


Intensive promotion focused on selected cold-weather 
cities increased sales in key- market areas of both PEAK® 
ethylene glycol and NOR’WAY® methanol anti-freezes. 
Unexcelled in its class, each of these anti-freezes is 
called for more and more by motorists who want de- 
pendable winter protection. That’s the trend, too, with 
Nor'wayY Radiator Products and other automotive 
specialties which make up the complete line. 
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Expandex‘ 
. .. now available for civilians 


Expandex, CSC’s dextran plasma volume expander, is 
now being produced in such quantity that it is available 
for civilian as well as military use. The first commercial 
plant in the U. S. was placed in operation by CSC at 
Terre Haute in June, 1952. 

Valuable in the treatment of shock due to burns, hem- 
orrhage, surgical procedures or other trauma, Expandex 
is Clinically effective and safe. It does not interfere with 
blood typing procedures or cross matching. It does not 
carry and, therefore, does not transmit the virus of 
hepatitis. In solution, and without requiring refrigera- 
tion, it is ready for immediate use. 

In the medical and pharmaceutical fields, CSC is also 
a major producer of bacitracin and penicillin and com- 
binations of these antibiotics as well as other pharma- 
ceutical specialties. 


new csce product 
... ‘fed’’ to pigs by ear! 


Bacigro, new antibiotic growth pellet, was introduced to 
the 1952 fall crop of baby porkers. implanted just un- 
der the skin behind the ear of new-born pigs, it provides 
the hog raiser with an entirely new, practical, low-cost 
method of getting sucklings off to a fast start in life. 
CSC is not only a primary producer of bacitracin and 
penicillin, both of which are used in animal feed sup- 
plements, but also is basic in vitamin feed supplements. 


af 
‘ 






sold: 
the millionth barrel of whiskey 


The 1,000,000th barrel of whiskey, produced at our 
distilleries in April of 1948, was withdrawn from bond 
last fall and delivered to one of our customers. 

CSC ranks high in the industry as a preferred source 
of bulk whiskies of fine quality, as well as top-grade 
neutral spirits. At the same time, we offer distillers and 
rectifiers excellent facilities for storing their production 
in our bonded warehouses in Terre Haute. 
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automatic lowering effect on the 
profit level under existing condi- 
tions. 


RADIO AND TV—Conditions in 
the radio and TV industries vary 
in considerable degree. The radio 
industry so far as individual sets 
are concerned is fundamentally in 
competition with television, though 
to some extent it is supported by 
extension of sales in combination 
TV and radio sets. Public demand, 
however,seems to be moving away 
from individual radio sets to a 
sufficient extent to create severe 
problems for the industry. Thus, 
unit sales for 1953 are estimated 
at possibly 15% below 1951. At 
the same time, increase in family 
units in the next few years. in ad- 
dition to replacement demand 
should witness a cyclical increase 
in the number of sets used but 
this is on a five-year calculation. 
In the meantime, the problems of 
the radio industry persist. 

The television industry which 
recovered substantially from the 
marked first-half 1952 slump is, at 
the present selling a smaller vol- 
ume of sets than during the presi- 
dential campaign, which stimu- 
lated sales considerably. With the 
new 1953 models emerging, price- 
cutting on 1952 sales has mate- 
rialized, but in view of the com- 
paratively small stocks held over, 
this is not expected to be a large 
factor. 

An encouraging factor is that 
inventories are in a much sounder 
position and that these are being 
watched closely, so that the deba- 
cle which occurred at the end of 
1951 and early 1952 is not likely 
to be duplicated. 

In consideration of their serious 
problems in the first half of the 
year, the larger TV set manufac- 
turers experienced relatively sat- 
isfactory earnings though some- 
what lower than in 1951. The out- 
look for the first half of 1953 is 
not entirely clear as a great deal 
will depend on the degree of suc- 
cess which the 1953 models will 
attain. However, the sustained 
high buying power of the public is 
a significant supporting factor and 
the general feeling in the industry 
is one of restrained optimism. 


PUBLIC UTILITY—The vitality 
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exhibited by the public utility in- 
dustry during 1951 continued un- 
abated in the year just ended. 
Electricity generated by the in- 
dustry itself increased by 27 bil- 
lion kilowatt-hours, bringing the 
current figures up to approximate- 
ly 400 billion. In addition, elec- 
tricity generated by railway and 
industrial users for their own 
plants rose to 63 billion kwh, 
bringing the national total up to 
the enormous figure of 463 billion 
kwh. 

Construction for public utility 
companies was $2.5 billion in 1952 
and is expected to reach $2.8 bil- 
lion in 1953. About 68% of this 
amount was financed as deprecia- 
tion reserves and surplus. 

Despite the continued building 
of new facilities, the margin be- 
tween capacity and peak demand 
remains uncomfortably narrow, 
speaking in the broadest terms. 
Thus, total installed generating 
capacity last year was close to 85 
million kilowatts, with a margin 
of about 9 million. Illustrating the 
tightness of the situation can be 
cited the fact that last December 
the peak load increased about 
7%. A somewhat similar record 
has been established for each of 
the recent preceding years. On 
this basis, it will be necessary to 
install an additional capacity of 
12 million kilowatts during the 
coming year. This may not be 
completed, however, owing to con- 
tinued shortages of critical mate- 
rials which affect the manufacture 
of heavy electric power equip- 
ment. 

Total sales were about 7.8% 
higher than in 1951 and total rev- 
enues about 8.8%. Actual total 
revenues, for 1952 were $5.4 bil- 
lion. Despite the phenomenal 
growth of the industry, profits, 
while substantial, are dispropor- 
tionately low, as compared with 
total revenues. This has been 
caused by the steady rise in ex- 
penses, with taxes taking the lead. 
Taxes now take almost 25% of 
revenues, with the federal govern- 
ment taking about 60° of this 
amount, and state and local gov- 
ernments the rest. 

Despite these handicaps, the 
public utility industry has been 
able to cover dividends by a rea- 
sonably wide margin, a situation 
quite likely to continue during the 
next several years. In recognition 
of the impact of higher costs on 
the industry, the state regulatory 
commissions have adopted a more 
liberal attitude on the question of 
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rates than was true some years 
ago. For example, out of 348 ap- 
plications for rate increases from 
1946 to practically the end of 1952, 
not less than 308 were granted, 
with only 7 denied. In 1952 alone, 
out of 77 applications before the 
commission,60 were granted, with 
15 pending and only 2 denied. 

Mention should be made of the 
progress of the gas utilities, par- 
ticularly those units which are 
rapidly linking, through trans- 
mission pipe lines, with the grow- 
ing natural gas pools. The situa- 
tion in this respect is quite en- 
couraging, as the redistribution of 
population is opening up new cen- 
tres in access to natural gas facili- 
ties for heating and other house- 
hold and _ industrial purposes. 
There is no question that the addi- 
tion of natural gas to facilities for 
manufactured gas, which eventu- 
ally it will replace in great part, 
is adding a new dimension of 
growth to this formerly compara- 
tively static branch of the utilities 
industry. 


AUTOMOBILE INDUSTRY—- 
Passenger car output for the 
fourth quarter of 1952, the highest 
of the year, was at the annual rate 
of 5.4 million cars. The figure, 
however, may be somewhat mis- 
leading as part of the increased 
production was due to the fact 
that the industry was making up 
losses occasioned by the steel 
strike in the preceding quarter. 
The steel bottleneck seems on the 
way to be broken and the industry 
is now permitted to secure enough 
steel to make 1,250,000 cars in the 
first quarter of 1953. With mate- 
rials shortages ended, or soon to 
be ended, the industry faces pros- 
pects for an output of close to 5.5 
million cars in the coming year. 
This optimistic forecast, however, 
may have to be modified owing to 
manpower shortages which are 
developing in the industry. 

While an increase of possibly 

5% in output seems likely in 
1953, competitive conditions will 
be more severe than they have 
been for some time. Officials are 
projecting operating schedules on 
the basis of continued high pur- 
chasing power by the public and 
an increase in sales. 

An uncertain element is the 
rapid increase in installment buy- 
ing, with almost $5 billion now 
outstanding, about $1 billion high- 
er than a year ago. This has been 
due to more liberal credit terms 
after the ending of Regulation W. 

(Please turn to page 434) 
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Again We Dedicate 
Our Creed... 





Scientific 
Progress 
asa 


FRIENDLINESS 
CLEANLINESS © 





Service to the Community! 


No nation is ever greater than the people who 
live in it. Their strength —their principles—the 
rules they live by — these are the things that 
make a nation strong. 


So it is with America. The moral character of 
its people—the principles of friendliness, honesty, 
tolerance and service —have made us great. But 
these we must guard—must nourish— if we are 
to remain prosperous and free. 


Now, as never before, we must study and find 
ways to preserve our way of life. Tide Water 


TIDE WATER 
wae associaten 
OiL COMPANY 


Tulsa 





VEEDOL High-Detergency Motor Oil 
...One oil best under all conditions! 


JANUARY 10, 1953 


Associated Oil Company’s creed — developed 
through years of service to the community — 
represents, we think, the way most Americans 


want to live. 


We at Tide Water Associated post our creed in 
every one of our working places, so that we may 
never forget that honesty, service, and scientific 
progress are our duty to the people of America. 
We believe that every American agrees that it 
is only by a mutual responsibility, each to the 
other, that this nation can remain strong and free. 


San Francisco 





FEDERAL FLYING -A- TIRES 
+e» Good for a long safe ride! 
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This could pose a distinct problem 
to the industry as indicated by the 
fact that the retail trade is becom- 
ing more discriminating in the ad- 
vancement of loans to buyers in a 
doubtful financial status. On the 
other hand, car junking is at high 
figures, placing a firm foundation 
under potential replacements. 


It is estimated that 1,150,000 
trucks were produced in 1952. 
There is no sound basis for evalu- 
ating truck prospects for 1953. 
The general impression in this 
section of the industry, however, 
is that there will be no downward 
change, at least in the first half. 
To a large extent this prospect is 
due to continued heavy defense- 
stimulated orders. 


Cut-back of tank production, re- 
cently announced, is a forerunner 
of a shift in the industry from 
military to civilian production, 
though the former will still con- 
tinue to exert an important influ- 
ence on the industry’s operations. 
However, the meaning is clear 
that the industry from now on will 
be concerning itself more with 
normal problems of sales and pro- 
duction, which will be witnessed 
in intensified competition. 

From the profit standpoint, it is 
indicated that the fourth quarter 
of 1952 produced the best record 
for any quarter last year for the 
auto manufacturing industry and 
that the first quarter of 1953 will 
be at least as satisfactory. In this 
connection, several of the inde- 
pendents have forged ahead quite 
well especially during the latter 
part of the year. For all the inde- 
pendents, it is estimated that their 
output amounted to 13.7% of the 
total for the industry in 1952 
against 12.8% in 1951. 


TIRES AND RUBBER-—Optimis- 
tic forecasts are being made for 
the tire and rubber industry for 
1953. Rubber consumption is ex- 
pected to break all records and 
may reach a total of close to 1.3 
million long tons. Tire production 
should be around 100 million, the 
best record since 1947. All cate- 
gories are included — passenger 
car, truck and bus, airplane, mo- 
torcycle and tractors. 


The non-tire segment of the in- 
dustry is expected to increase 
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sales by about 10% over 1952. 
Almost one-third of rubber con- 
sumption, or approximately 385,- 
000 tons, will go into various 
forms of non-tire output, such as 
conveyor belting, foam cushion- 
ing, wire insulation, rubber foot- 
wear, rubber hose and others. 

Sales of foam rubber are heavy 
with this branch of the industry 
in a highly dynamic phase, with 
the bedding and furniture indus- 
tries consuming increasing quan- 
tities of the product, along with 
its biggest user, the automobile 
industry. 

The crude rubber market itself 
has been fairly stable, after the 
long decline which followed the 
skyrocketing of prices when the 
Korean war started. Additional 
stability to the market has been 
imparted by growing synthetic 
rubber production which requires 
still further expansion for long- 
range purposes in view of the 
threat to supplies by existing in- 
ternational conditions, especially 
in southeast Asia. Synthetic rub- 
ber is still under severe govern- 
ment control but indications are 
that Congress, under the new Ad- 
ministration, may be more re- 
ceptive to turning government- 
owned plants over to private oper- 
ators. 

Profits for the leading tire and 
rubber manufacturers were off 
moderately in the year ended but 
were still at satisfactory levels. 
From present indications, profit 
margins should increase with 
higher sales during the next few 
months. If the excess-profits tax 
should be lapsed in June, the in- 
dustry would benefit substantially. 


RAILROADS — The salient fact 
about profits of the railroads in 
1952 was that their gross earn- 
ings, approximately, were in the 
neighborhood of $10.6 billion, an 
increase of 2% over 1951, with 
net earnings of $775 million, or 
12% higher, at the same time that 
loadings were lower by 7%. The 
answer, of course, is to be found, 
first, in higher freight rates, and 
second, in greater efficiency of 
operations. 

Of the $775 million estimated 
net income for 1952, dividend pay- 
ments aggregated about $350 mil- 
lion, the highest total since 1930. 
The dividend trend is by no means 
uniform. Of 46 important car- 
riers, 12 raised their dividends, 
19 will have probably held to the 
same rate as last year, the rest 
either paid nothing or less than 
in 1951. It will be seen, therefore, 


that uniformly prosperous condi- 
tions do not prevail. Generally 
speaking, the western and south- 
ern carriers have had a more suc- 
cessful year, by a wide margin, 
than those in other sections of the 
country. 

While earnings conditions vary, 
there is a good deal of uniformity 
to the trend in capital improve- 
ments, practically all roads shar- 
ing in this advance. For the past 
year, such expenditures were just 
under $1.4 billion, of which ap- 
proximately $1 billion was for new 
rolling stock, and the balance for 
other facilities. Since the end of 
World War II, the railroads have 
spent close to $8 billion for im- 
provements. In this figure lies the 
secret of the higher operating ef- 
ficiency. 

Steady progress is being made 
in reducing funded debt. Last 
year, $253 million in long-term 
bonds were refunded. Funds 
raised on equipment trust certifi- 
cates amounted to $266 million. 
The roads found no difficulty in 
raising funds in either category, 
thus attesting the improved in- 
vestment rating of representative 
roads. 


It is obvious that the roads are 
in a good position to benefit from 
any increase in volume. Based on 
prospects for business, as a whole, 
it would seem that the carriers 
should be earning, during the next 
few months at least, at a rate of 
something over the $775 million 
net income for 1952. This could 
be as high as $800-$900 million for 
1953. 


Even assuming there is no ap- 
preciable increase in actual freight 
volume, earnings for the next 
seven months should be higher in 
view of the fact that the final 6% 
increase in installments of the 
freight rate increase did not be- 
come effective until May of last 
vear, so that the first months of 
1952 did not fully reflect the total 
freight rate increase. Accordingly, 
comparisons in 1953 should be fav- 
orable for this period, at least. 

For the longer-range future in 
19538, it is well to bear in mind 
that the union contracts run out 
in September and that petitions 
for wage increases will be made 
next Spring. Some difficulty along 
this line can be anticipated as the 
unions press for a higher basis of 
wages, since this will be difficult 
to fulfill without another rise in 
freight rates. The latter would be 


(Please turn to page 436) 
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a distinctly unpopular move and 
probably would be resisted by in- 
dustry. Thus, while the shorter- 
term outlook for the railroads is 
favorable as to earnings, from the 
longer-range there could be some 
unsettlement in the shares as labor 
difficulties come intr cvreater 
prominence. A factor that would 
increase profits in the first quarter 
is that there will be a 13¢¢ cut in 
-apital expenditures in that peri- 
od, leaving a proportionately wider 
margin of earnings available for 
dividends. 


AIR TRANSPORT~—Airline com- 
panies continued their striking 
record of increased traffic, both 
with regard to passengers and 
argo flown. The 10.2 billion of 
revenue passenger-miles of do- 
mestic trunk lines in 1951 were 
probably exceeded by 15% in 
1952. The rate of increase varied 
among the companies, depending 
on the number of new planes re- 
ceived and placed into operation. 


Of importance as factors in 
revenue-producing were the re- 
duced mail rates now effective, 
and the Civil Aeronautics Board’s 
continued policy of extending air 
coach service at rates 15-20% 
are rising owing to the rapid addi- 
tion of new planes. The third is 
the increase in interest charges 
under the previous general mini- 
mum and about 35% under first- 
class fares. Offsetting this devel- 
opment to some extent was the $1 
boost in one-way tickets. Some 
encouragement is held out for the 
possibility of higher fares in view 
of the Board’s recognition of 
added burden to the lines of pro- 
viding for a 60% increase in fleet 
capacity in the next two years. 

Three features stand out with 
respect to profit margins. One is 
that costs are still rising, owing to 
higher wages and spare parts. The 
second is that depreciation charges 
are rising owing to the rapid addi- 
tion of new planes. The third is 
the increase in interest charges 
occasioned by new additional fi- 
nancing. 

The result, from these general 
conditions, is that net profits have 
not kept pace with rising revenues 
though several prominent com- 
panies have been able to show 


moderate increases in net. The 
higher tax rates are an additional 
handicap. 

A new development has been the 
increase in the number of mergers 
of the smaller carriers. Another 
feature of significance is the steady 
increase in traffic, both passenger 
and mail, of the leading trans- 
continental airlines. In this con- 
nection, the continued opening up 
of new air routes and the installa- 
tion of new facilities and airports 
in widely separated parts of the 
globe is of the greatest impor- 
tance. 

The industry, as a whole, is ina 
transitional state, which is norma! 
in an industry developing so rap- 
idly. Basically, the structure is 
sound with the steady and sub- 
stantial growth of interest in air 
travel. Of potential importance is 
the growth of air freight which is 
now over 15‘: of total traffic, com- 
pared with less than 5% in 1946. 


SHIPPING AND SHIPBUILD- 
ING — Domestic merchant ship 
construction has been declining 
with deadweight tonnage building 
or on order falling below previous 
low levels in 1952. At the end of 
this year, only about 90 ships will 
still be under construction or on 
order, of which about one-third 
are 91% completed. This would 
indicate that unless new orders 
arrive, the industry is in for a 
considerable amount of unemploy- 
ment. Without the 39 ships being 
built for the Bethlehem Steel Cor- 
poration, the picture would look 
even more unpromising. The situ- 
ation is even less attractive when 
comparisons are made with world 
ship construction which is eat a 
post-war high, with Britain and 
Japan very active, and the United 
States now in third place. 

To some degree the situation 
has been aggravated by plans by 
domestic lines for building new 
passenger and passenger-freight 
liners being held up pending fur- 
ther light on pricing policies by 
the Federal Martime Board. With 
the situation now partially clari- 
fied by the Board’s decision to 
adjust prices downward on the 
American Export Lines new liners 
the Independence and the Consti- 
tution—by about $5 million each, it 
is felt the way is now opened for 
other shipping lines to proceed 
with their construction plans. On 
the other hand, the dispute con- 
cerning payment for the “United 
States” continues without result. 

Increased competition and ris- 


THE 


MAGAZINE OF WALL 


ing costs mark shipping company 
operations. Greater efficiency in 


management, however, has _ en- 
abled some of the companies to 
turn in respectable income ac- 
counts for the earlier part of the 
year, though the final half prob- 
ably was somewhat under this fig- 
ure. High taxes continue to play a 
determining part in net profits. 
While the subsidy controversy is 
still unresolved, it would seem that 
the groundwork is being laid for 
a more realistic approach to the 
problem by the federal authorities. 
In the meantime, the lines are con- 
tinuing to earn at moderate rates 
with dividends, for the time be- 
ing, still protected by fair to good 
margins. This, however, would not 
prove to be the case if costs con- 
tinue to rise. 


MACHINE TOOLS—The reversal 
which has been impending in the 
machine tool industry for some 
months is now in evidence, accord- 
ing to new order figures which 
have fallen off roughly one third 
since the peak of last summer. At 
the same time, the back'og has 
been reduced to about 11 months’ 
production at current rates, com- 
pared with 18 months’ a year ago. 
Distribution of both incoming 
orders and backlogs is unevenly 
divided, some manufacturers 
having all the business they can 
handle and others quite short of 
new business. Generally speaking, 
manufacturers of machine tools in 
critical supply for defense pur- 
poses still possess adequate back- 
logs, whereas those in areas where 
supplies have caught up with de- 
mand must seek new avenues for 
business. 

A feature of the situation in the 
past year has been the proportion 
of cancellation to new orders. 
These were approximately one- 
third of incoming business. This 
was caused to a large extent by 
changes in government procure- 
ment policies, which seem at this 
moment to be favoring the estab- 
lishment of a reliable source of 
production for future service 
rather than the machine tools 
themselves. A great deal of con- 
fusion has been brought about by 
changes in government plans, and 
this has necessarily affected the 
rate of new orders. 

For ordinary industrial use, 
such as for automobiles, planes 
and other heavy equipment, busi- 
ness remains satisfactory for the 
machine tool makers involved in 
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this type of construction. While 
generalizations in this diffuse in- 
dustry are difficult, it is also prob- 
ably true that makers of smaller 
machine tools are for this first 
time in several years meeting real 
competition. 

On the whole, it would appear 
that the largest profits for this in- 
dustry were seen in the period 
1950-1952. Unless the situation 
should change unexpectedly, it is 
likely that 1953 profits will not be 
on a par with those experienced in 
recent years. 





Increasing Need for 
More Raw Materials 





(From the report of the Presi- 
dent’s Materials Policy 
Commission: ) 


By the midpoint of the twen- 
tieth century we had entered an 


era of new relationships between 
our needs and resources; our na- 
tional economy had not merely 
grown up to its resource base, 
but in many important respects 
had outgrown it. We had com- 
pleted our slow transition from a 
raw materials surplus nation to 
a raw materials deficit nation. 
The hard political facts of the 
mid-twentieth century add fur- 
ther great weight to the proposi- 
tion that it will be to the mutual 
advantage of all freedom-loving 
peoples of the earth to work toward 
a greater economic and political 
cooperation founded on the prin- 
ciples of mutual help and respect. 


Self-Sufficiency Not a Durable 
Program 


Security and economic growth 
for the United States and the rest 
of the free world must be the 
essential aim of any policy worth 
the name. Materials strength is a 
prime ingredient of general eco- 
nomic strength and growth, which 
in turn is the foundation of rising 
living standards in peace and of 


military strength in war. This 
Commission is convinced that if 
the United States and other free 
nations are to have such strength, — 
they must coordinate their re- 
sources to the ends of common 
growth, common safety, and com- 
mon welfare. In turn, this means 
that the United States must re- 
ject self-sufficiency as a_ policy 
and instead adopt the policy of 
the lowest cost acquisition of ma- 
terials wherever secure supplies 
may be found. 

It now requires something like 
two and a half billion tons of raw 
materials to feed the gigantic maw 
of our industrial machine, accord- 
ing to the report. By 1975, it prob- 
ably will take double that amount. 
Technology, conservation, and de- 
velopment of new domestic sources 
will help to keep pace with this 
enormous growing appetite, but 
they will not be enough. 

The sober fact is that we must 
seek abroad for an ever-increasing 
proportion of the essential in- 
gredients of our industrial pro- 
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OF NEW YORK 


67 Branches in Greater New York 


THE NATIONAL CITY BANK 


Head Office * 55 WALL STREET * New York 


57 Branches Overs _.s 





Statement of Condition as of December 31, 1952 








ASSETS 
Cash, Gold and Due from Banks............. $1,707,070,284 
United States Government Obligations........ 1,427,076,743 
Obligations of Other Federal Agencies........ 31,505,714 
State and Municipal Securities.............. 499,071,241 
GIBOL NCCUBERIOS ooo a hd tre edie no snot Gale iets 94,649,031 
MeO ati NIG PIGCOUES «60. 2) Sonica cla dis EOS Be 2,269,931,847 
Real Estate Loans and Securities............ 12,385,051 
Customers’ Liability for Acceptances......... 23,298,407 
Stock in Federal Reserve Bank.............. 9,420,000 

Ownership of International Banking 
Sf05 70700 2 (10) |e eB 7,000,000 
pric terelaiseas «06s hn hd ate aaah we 29,488,783 
Items in Transit with Branches.............. 995,477 
Or eP ASSOC ao cass ao ooai's icy Sisto chins, 2 a edo BSS 5.222 622 
NE ete cards Gaon oakniargad hanes $6,117,115,200 

LIABILITIES 

PCOORSES  Bisi8 3 ok ido x ac Beet a aaevens $5,613,861,572 


Liability on Acceptances and Bills. . $55,088,614 
Less: Own Acceptances in Port- 
BRE Petal bende seade ya 30,249,211 24,839,403 


Due to Foreign Central Banks............... 18,410,100 


(In Foreign Currencies 


Reserves for: 
Unearned Discount and Other Unearned 


TRS ee ee en era, 28,342,712 
Interest, Taxes, Other Accrued Expenses, etc. 42,126,555 
PEVAVTPL ONION Cons cases, 55 aes, bo miele eben _— 3,312,000 

EA co ale She bus SG eed o REESE S $144,000,000 
(7,200,000 Shares— $20 Par) 
“S17 0) 0 Ce 170,000,000 
Wndivided Profits. ¢ 6.60 csc. ces 72,222,858 386,222,858 
9.055) 22 ea Se a ER ee et nD $6,117,115,200 


Figures of Overseas Branches are as of December 23. 


$395,102,681 of United States Government Obligations and $18,520,100 of 
other assets are deposited to secure $319,509,504 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


Member Federal Deposit Insurance Corporation) 
E 
> 


Affiliate of The National City Bank of New York for separate 
administration of trust functions 
CITY BANK FARMERS TRUST COMPANY 
Head Office: 22 William Street, New York 
Capital Funds $31,481,638 





We shall be glad to send a complete copy of the 1952 ‘‘Repert to Shareholders” 
of THE NATIONAL CITY BANK OF NEW YORK and CITY BANK FARMERS 
TRUST COMPANY to anyone who requests it. 
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Increasing Need for 
More Raw Materials 





(Continued from page 438) 


duction. Our ability to maintain 
the level of our own economy de- 
pends on how successfully we are 
able to find and develop new 
sources of raw materials supply. 





United States Military 
Orders in Europe 





(*From 7th quarterly Report to 
to the President by Director of 
Defense Mobilization) 


The United States program of 
military procurement in Western 
Europe was started just over a 
year ago, for the purpose of de- 
veloping a larger European pro- 
duction base and thus enabling 
those countries to provide more 
fully for their own future defense 
requirements. At the end of June 
1952, about $700 million in con- 








tracts for major material had 
been placed. Nine countries are 
accounting for the bulk of the 
production. In addition, the Unit- 
ed States has placed contracts for 
quartermaster items for U. S. 
troops stationed in Europe. 


These offshore procurement 
contracts not only produce essen- 
tial military equipment but help 
utilize more fully the labor and 
other resources of these coun- 
tries and make dollars available 
for imvorts needed for both de- 
fense production and civilian sup- 
ply. An even larger volume of con- 
tracts is expected to be placed 
during the next 9 months. 

The largest outlays under the 
contracts placed to date cover the 
purchase of aircraft, naval ves- 
sels, ammunition, and electronics 
equipment, which will be deliv- 
ered to the European NATO 
forces according to allocations. 
About 12 percent will be delivered 
for the use of United States 
troops. 

A proposed program of addi- 


tional combat plane production 


in Western Europe for the NATO 
air forces has recently been de- 
veloped by the NATO interna- 
tional staff in consultation with 


United States representatives. 
This program calls for the pur- 
chase of over $400 million in 
planes and spare parts, the cost 
to be covered partly by the United 
States and partly by the Euro- 
pean nations themselves. 

Negotiations also are under 
way for the production in Great 
Britain of Centurion tanks under 
the offshore procurement pro- 
gram. 





Investment Guarantees 





(*From June 1952 Report to 
Congress of The Mutual 
Security Program) 

The investment guaranty pro- 
gram, as originally authorized 
under the Economic Cooperation 
Act of 1948, afforded protection 
against inconvertibility of for- 
eign currency receipts to new pri- 








ANNUAL DIVIDENDS 


1952 1.95 
1951 1.95 
1950 1.85 
=i di vi d en ds 0 eS Staten 
f 2-for-] k spli 
unbroken 1948 3.40 of 2-for-1 stock split 
id 1947 = 3:25 
ness | re d 1946 2.87 ¢4F— 1946 —2-For-1 stock split 
of | 1945 2.20 and rights 
1944 2.20 ¢F— 1944 —rights voted 
1943 2.00 
1942 =1.90 
1941 Me 
ABBOTT LABORATORIES _ 
ROaTH CHICAGO, I1LtINOTS 1940 2.15 
Manufacturing Pharmaceutical Chemists since 1888 1939 2.05 t+ H 1939 —5% stock dividend 
1938 1.70 and rights 
1937 = 2.10 
1936 2.07 (+ H 1936 —3-for-] stock split 





TRADED 1929 Chicago Stock Exchange 1935 2.45 ¢-# 1935—33'A% stock dividend 

1937 New York Stock Exchange 1934 2.50 

1949 San Francisco Stock Exchange j 

1949 Midwest Stock Exchange 1933 2.00 

932 22 
3,739,814 Shares of Common Stock Outstanding 1931 2.50 MON BASIS OF TOTAL NUMBER OF 
e NO BONDED INDEBTEDNESS 1930 2.00 SHARES OUTSTANDING AT THE 
106,851 Shares of 4% Cumulative Preferred Stock Outstanding CLOSE OF EACH YEAR. 
1929 2.42 
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vate American investments in 
Western Europe and its depend- 
encies. The act was amended in 
1950 to provide for the issuance 
of guaranties against loss from 
expropriation or confiscation by 
foreign governments, and the Mu- 
tual Security Act of 1951 ex- 
tended the geographic scope of the 
program to include the Near East 
and Africa, Asia and the Pacific, 
and the American Republics. The 
Philippines and China (Formosa) 
are among the new countries in- 
cluded in this program, and ne- 
gotiations are under way to make 
it available for other underdevel- 
oped areas. New procedures now 
being developed will make it pos- 
sible for the investment guar- 
anty program to extend its cov- 
erage to (1) loans from United 
States banks and other financial 
institutions to similar foreign in- 
stitutions which will re-lend such 
funds to qualified local enter- 
prises, and (2) guaranty of com- 
mitments to revolving funds 
which will be used to finance on 
a continuing basis transactions 
covering the export of essential 
commodities. 

During the period covered by 
this report, agreements initiating 
or expanding the guaranty pro- 
gram were concluded with 7 coun- 
tries, making a total of 13 coun- 
tries! in which the guaranty pro- 
gram was operative on June 30, 
1952. 


1The 13 countries were: Austria, Bel- 
gium, China (Formosa), France, Ger- 
many (Federated Republic), Greece, 
Italy, the Netherlands, Norway, the 
Philippines, Turkey, the United King- 
dom, and Yugoslavia. 


BOOK REVIEW 


THE EXPLORATION OF SPACE 
By ARTHUR C. CLARKE 


This book has been written to answer all 
the questions which the intelligent lay- 
man asks about the new science of “as- 
tronautics”—a subject which is increas- 
ingly in the public eye. The treatment, 
though scientifically accurate, is entirely 
nontechnical and the many remarkable 
plates—four in full color—give a vivid im- 
pression of the way in which space- 
travel may be achieved. Among the sub- 
jects illustrated are the refueling of 
spaceships in free orbit outside the at- 
mosphere. the constr tion of a “snace- 
station,” an automatic rocket surveying 
Mars, and the lunar base. All these illus- 
trations are seentifically sound and 
every effort has been made to be factu- 
ally accurate and to avoid mere fantasy. 


$3.50 
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World’s NEWEST 
Synthetic Fiber to be 
Made at the OLDEST 
Site—in Virginia! 


AT THE site of the oldest continuous settle- 
ment in Virginia, founded in 1613, the manu- 
facture of the newest synthetic fiber of the 
polyamide (nylon) type will soon begin. 


Within the very shadow of a marker to 
John Rolfe, English husband of the beloved 
Pocahontas, the National Aniline Division 
of Allied Chemical and Dye Corporation is 
erecting a new synthetic fiber plant. The 
sketch of the building pictured above is the 
architect's conception of the proposed labor- 
atory and administration facilities. Thus, the 
most modern process in the textile fiber 
industry will come alive, in 1953, at Ber- 
muda Hundred which in 1614 became the 
first incorporated town in Virginia. 


It is the privilege of the Virginia Electric 
and Power Company to supply the vital 
electric power to the Richmond-Petersburg- 
Hopewell area, of which Bermuda Hundred 
is a part. Already serving an impressive 
list of industries, including tobacco, chemi- 
cals, luggage, optical goods, paper rayon, 
cellophane, and many others . . . VEPCO 


: History ane 














L-in- 


{ P rogress g? hance 


the Old Dominion 


oul in 


is proud to supply power-aplenty to help 
increase domestic capacity for production 
of the synthetic fibers which mean so much 
to the American standard of living. 


VEPCO'S Chesterfield Power Station on the 
James River between Bermuda Hundred 
and Richmond has 250,000 KW capacity. 
From this station, a new 110,000 volt tie has 
recently been completed to Hopewell. 


The supply of plentiful, cheap and depend- 
able electric power . . . plus good water 
supplies, excellent rail, highway, air and 
waterborne transportation, and ample near- 
by labor sources . . . are some of the reasons 
Allied Chemical chose the Hopewell-Ber- 
muda Hundred area for its $23-Million plant 
and the mammoth operations to be con- 
ducted therefrom. 

Here, on land hallowed by the enterprise 
of early Americans, is evidence again that 
good business management is the nerve 
system of America’s industrial domain ... 
spreading from local communities which are 
its heart and core. 


INDUSTRIAL DEVELOPMENT DEPARTMENT 


VIRGINIA ELECTRIC AND POWER COMPANY 
RICHMOND, VIRGINIA 








I ncorporated 





DIVIDEND NOTICE 


27, 1953. 





\ American Type Founders Printing Equipment is now in use in 61 countries throughout the world. 


LD AYSTRO M Operating Units: 


Elizabeth, N. J. 


The Directors of Daystrom, Incorporated 
(formerly ATF Incorporated) on December 
23, 1952, declared a regular quarterly divi- 
dend of 25 cents per share, payable Febru- * 
ary 16, 1953, to holders of record January 


AMERICAN 
TYPE FOUNDERS 
* 
DAYSTROM 
ELECTRIC CORP. 
7 
DAYSTROM 
FURNITURE DIVISION 


DAYSTROM 
INSTRUMENT DIVISION 
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PLANT SITES 
in 2260 


COMMUNITIES 





Affiliates of this company serve | 
2260 communities in Michigan, 
Indiana, Ohio, West Virginia, Vir- | 
ginia, Kentucky, and Tennessee. | 


Write in confidence for data on 
plant sites, labor supply, housing. 
Our detailed reply will include 
eight-color map showing power 
j| lines and natural resources. 


||} LL. DAVIS, Manager 


Division of Area Development 








AMERICAN GAS AND 
ELECTRIC COMPANY 
30 CHURCH ST., NEW YORK 8, N. Y. 


COrtlandt 7-5920 
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Comsceulie.Diiniden 


i] AMERICAN-MARIETTA 
COMPANY a“ 


:< The Board of Directors has declared the following 
: quarterly dividends: 
Common Share Dividend 
A dividend of 25c per share on Common Shares 
payable February 1. 1953 to Shareholders of 
record January 20, 1953. 
ee Preferred Share Dividend 
2 A dividend of $1.25 per share on Preferred 
sei Shares, payable February 1, 1953 to Share- 
=: holders of record January 20, 1953. 
aa H. J. HEMINGWAY 
President 





PAINTS + CHEMICALS » METAL POWDERS | 
ADHESIVES + RESINS * BUILDING PRODUCTS | 





As I See It! 





(Continued from page 379) 


Mossadegh regime may bring 
about a disastrous split in the 


442 





Free World. How can the U. S. 
idea of using national autonomy 
for backward nations as a way of 
combatting communism be recon- 
ciled with British views? 

Last but not least, Mr. Churchill 
must be made to see that the poul- 
tice of more American economic 
aid would just discourage Britain 
from efforts to find the true rem- 
edy for her recurrent economic 
crises. It should be clear in Lon- 
don by this time that the mainte- 
nance of war and postwar controls 
is no longer profitable and that the 
disadvantages of economic aid are 
rapidly outstripping its advan- 
tages. It will be therefor difficult 
for the business leaders in the 
Eisenhower government to work 
together with a Great Britain that 
still clings to socialist hokus-pokus 
because of the fear of losing sup- 
port at home. There has never 
been a better opportunity for 
ditching socialist dogma and “let- 
ting air of free enterprise” into 
Britain’s economic structure than 
now, when the post-war period ap- 
pears to be coming to an end, and 
whien bold new initiative and dyna- 
mism is needed, in the face of the 
threat from outside, to knit the 
Free World together. 

As the British historian Arnold 
Toynbee recently wrote in “For- 
eign Affairs” : 


“...we Western people no 
longer have a choice. We are 
bound to unite with one another, 
considering that we have no in- 
tention of allowing ourselves to 
go under, and that our downfall 
would be the inevitable penalty 
of a continuing disunity.” 





New Selective Pattern for 
1953 Market 





(Continued from page 382) 


Our combined weekly index of 
330 stocks had a net 1952 advance 
of 5.7%, as charted on page 382. 
Illustrating investment domina- 
tion, the index of 100 high-priced 
stocks rose 9.9%, that of 100 low- 
priced stocks only 2.1% or only 
slightly more than a fifth as much. 
This is highly unusual in any bull- 
market year. The low-priced stock 
index failed throughout 1952 to 
better its 1951 high. In the past, 
its turning points at the major 
highs either preceded or coincided 
with those of the composite index. 
Never before has a rise in the lat- 
ter, after a high by the former, 


run much beyond the present in- 
stance in point of time. It can, of 
course, be argued that conditions 
are now different. Time will tell 
whether they are enough so to 
nullify the technical implications 
of the index relationships cited. 
Among the _ individual stock 
groups the biggest gainers in 
1952 were finance companies and 
railroads, both up 29%. The 
realty group rose 26%, shipbuild- 
ing 24%, furnishings 22%, air- 
craft 20%, tires 19%, autos LT %. 
public utilities 16%; radio and 
TV 15%. Among the worst per- 
formers were air lines and liquor, 
both down 18% net in 1952; and 
agricultural equipment, sugar and 
textiles, all down 15%. There 
were declines of 10% each in 
amusements (movies) and miscel- 
laneous metals. These variations 
have limited prophetic signifi- 
cance, if any, for 1953; for a new 
year means new conditions and 
new cross currents. It is highly 
improbable that the biggest gain- 
ers and losers of 1952 will repeat 
on anything like that order, if at 
all, in 1953. 
—Monday, January 5. 


BOOK REVIEWS — 


THE CARTHAGINIAN PEACE 

By ETIENNE MANTOUX 
In this penetrating study Etienne Man- 
toux undertakes a systematic examina- 
tion of J. M. Keynes’ Heonocic Conse- 
quences of the Peace. Mr. Mantoux ad- 
vances facts and figures to show how dis- 
astrously that book misinterpreted the 
effects of the Versailles Treaty and es- 
tablished an erroneous theory of Allied 
responsibility for Germany’s political 
and financial collapse and subsequent 
military recovery. 

In The Carthaginian Peace the author 
produces evidence in support of his con- 
tention that German resources were 
fully adequate to meet the Reparation 
requirements of the Treaty, if the nation 
had genuinely desired peace rather than 
an early resumption of hostilities. The 
timeliness of this book is obvious at this 
moment in our history, and it may well 
have a deep and decisive influence on 
current thought and current planning. 


Charles Scribner’s Sons $3.00 


STEAMBOAT GOTHIC 

By FRANCES PARKINSON KEYES 
In Steamboat Gothic Mrs. Keyes tells not 
only the story of the great Louisiana 
plantations, but of the river which con- 
tributed so largely to their prosperity, 
their prestige and their splendor. Plan- 
tations and the river, and the loves and 
lives of the men and women who peopled 
them come alive in a superb novel which 
is all the more truly a great contribution 
to Americana because it is a great love 
story. 

Messner $3.75 
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1953 Opportunities To Buy Now 


Selected For Profits Comparable to the 21, Point Gain 


on our Recent Recommendation of Southern Railway 


4, our advertisement of November Ist — before the 
start of the Eisenhower Rally — we suggested that you 
join in our buying advices. Since then the recommen- 
dations we made have all gone up — while our selec- 
tion of Southern Railway led the advance and now 


shows our subscribers 2114 points profit. 


Now several situations of unusual promise are being 
confidently recommended to our clients ... combining 
sound elements of safety, secure income and attrac- 


tive growth prospects. 


... And, at individual bargain levels, we will make 
further judicious selections including medium and 
low-priced stocks, which should be among coming 
market leaders ...to round out our three diversified 


investments programs: 


PROGRAM ONE ... Stressing Security of Prin- 
cipal — Assured Income of 54% to 8% — 
With Appreciation. 


PROGRAM TWO...Dynamic Securities for 
Capital Building with Higher Dividend 
Potentials. 


PROGRAM THREE ...Low-Priced Stocks for 
Large Percentage Growth — Where a 
maximum number of shares may be 
purchased with limited capital. 


A FULLY ROUNDED INVESTMENT 
SERVICE 


You will find that THE FORECAST tells you now 
not only WHAT and WHEN to buy — and WHEN to 
take profits... but it also keeps you informed of what 
is going on in the companies whose shares are recom- 
mended in our Bulletins. Each security you buy on 
this advice is continuously supervised so you are never 
left in doubt as to your position. 


You will receive our weekly bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business, as Republicans assume control 
...as well as interpretation of the Dow Theory and 
our famous Supply — Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
BE SURE TO GET OUR NEW ADVICES 


Enroll now and buy our latest recommendations hefore 
they score sharp advances. 


Send a list of your present holdings, twelve at a time, 
so we can analyze them promptly for you... telling you 
what should be retained and which you should sell. 


Using the funds released through sale of weaker issues, 
plus your cash reserves — you can purchase the three 
highly promising situations we have just selected... 
and can be ready for coming opportunities as we point 
them out to you. 


The coupon below entitles you to an added month of 


service if you ENROLL NOW. 














Wal wom wm wm wm ee eK - FREE SERVICE TO FEBRUARY 10,1953 -_— BP ee wee ee ee ee * 
OUpOI 1 v/10! 
| 
Joday ! THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. j 
S ® l Off I enclose [J $60 for 6 months’ subscription: [ $100 for a year’s subscription. 
pecia er 1 (Service to start at once but date from February 10, 1953) \ 
MONTHS’ 60 SPECIAL MAIL SERVICE ON BULLETINS 
6 Air Mail: [1] $1.00 six months: (] $2.00 00 Telegraph me collect in anticipation of 
SERVICE 5 one year in U. S. and Canada. important market turning points...When 
MONTHS’ I Special Delivery: © six months to — and when to vs oar to ex- \ 
(1 $8.00 one year. pand or contract my position. 
] | 
12 service 9100 isoN 
ame ...... 
! 1 
Complete service will start at 1 RMI CROR 25 bo ca accented cs Seah gy Ae Hipage a cae aa pT ten Biase nee prae laces 
1 
once but date from Feb.10195%. GH sn ieee mcae listens, 
uodscriptions to e orecast { Your subscription shall not be assigned at List up to 12 of your securities for our 1 
are deductible for tax purposes. I any time without your consent. initial analytical and advisory report. 
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A First Step in Your Program for a 


PROFITABLE 1953 


— Under New Administration Policies 


RY this experiment! Imagine that all your securities were sold yesterday. 
Today you have nothing but their cash value. 


Then ask yourself, “Should I repurchase my former holdings as offering the most 
outstanding prospects for safety, income, profit—or could all or part of my funds 
be used more profitably in the coming year? Should I invest my cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which may be retarded 
in 1953, or those which may have become overpriced. Selected issues are avail- 
able which offer a substantial income, a good degree of security and dynamic 
growth prospects if your purchases are strategically timed. Many are undervalued 
as measured by earning power, capital assets and 1953 potentialities under the 
new Administration. 


As a first step toward increasing your profit and income in 1953, we invite you to 
submit your security holdings for our preliminary review — entirely without 
obligation — if they are worth $20,000 or more. 


Our survey will point out various of your less attractive holdings, and some of 
your securities to be retained only temporarily. It will tell you how our personal 
supervision can assist you to strengthen your diversification, income and the 
enhancement possibilities of your account. We will evaluate your list and quote 
an exact annual fee for our service. 


Merely send us a list of your securities in as complete detail as you care to give 
in regard to size of each commitment, purchase prices and your objectives. All 
information will be held in strict confidence. This offer is open only to responsible 
investors who are interested in learning more about our investment counsel. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MaGazINE OF WALL STREET. A background of forty-four years of service. 
90 BROAD STREET NEW YORK 4, N. Y. 


* 
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A 
quarter-inch 
of toast 


The name of the man who 
first charred the inside of a 
whiskey barrel is lost in his- 
tory. But as it turned out, 
he gave us the priceless key 
to aging fine whiskey. 

You see, in charring a bar- 
rel, a thin layer of reddish- 
brown wood is formed un- 
derneath the char — not 
burned, just toasted. The 
aging action centers here. It 
is this quarter-inch of toast 
that is essential in giving the 
whiskey its gleaming amber 
color, heady bouquet and 
mellow smoothness. 

Schenley trains men for 
years to do the vital char- 
ring job. Using split-second 
timing, they char the wood 
to the exact depth required 
—within a tiny fraction of 
an inch. The char is always 
uniform throughout the 
barrel, as it must be to age 
the whiskey right. 

But even their skilled 
work is rigidly inspected. 
That’s part of the network 
of quality controls which 
guards the goodness of 
Schenley whiskies—from the 
time the grain is grown tll 
—vears later—the whiskey is 
in your glass. It’s Schenley’s 
way of making certain that 
you get the utmost enjoy- 
ment in every drop of every 
drink. Schenley Distillers, 
Inc., New York, N.Y. ©1953 





SCHENLEY 








* Nature’s Schenley’s The best-tasting 
unhurried goodness unmatched skill whiskies in ages 








Selected to carry AM M UJ N IT] ON for U. S. Navy 





offer better protection to all goods in rail transit 


THIS I$ BALA 
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CED SUSPENSION. (1) U-shaped, pend 


ulum-type hangers permit shock-absorbing 








lateral motion. (2) Chrysler Design self-contained, constant friction snubbers work with (3) the longest 


travel standard coil springs to absorb vertical shocks and control spring oscillation. 


Chrysler Design RAILROAD FREIGHT TRUCKS 


Already in wide use by railroads and shippers, now Chrysler 
Design Freight Car Trucks have been specified by the U. 5S. 
Navy for the delicate job of carrying ammunition and explosives. 


Chrysler Design trucks are: constructed on a completely 
new application of the fundamental principles of Balanced 
Suspension. They show reductions of 98% in vertical shock 
index and 95%% in lateral shock index (AAR formula), as com- 


pared with standard trucks having coil-snubber spring groups. 


Users report they virtually eliminate rail-originated damage to 
lading. Low maintenance costs have been proven in a combined 
total of over 40 million car miles of accelerated freight and 
head-end service. 


These advantages are finding profitable use in such de- 
velopments as the new General American-Evans’ Damage-Free 
Box Car, where Chrysler Design trucks are standard equipment 

. . as well as in all other types of railroad freight and head-end 
passenger train service. To railroads and shippers, they offer 
the prospect of a new day of faster, more economical rail freight. 


Chrysler Design Railroad Freight Car Trucks are manufactured and sold by 
The Symington-Gould Corporation, Depew, N. Y., under Chrysler license. 
Chrysler Design Friction Snubbers are manufactured and sold under 
Chrysler license by the Houdaille-Hershey Corporation, Detroit 2, Mich. 





One of 880 U.S. Navy ammunition cars 
equipped with Chrysler Design trucks 
and built by Pullman-Standard, Chicago 


This development of Chrysler Design 
Railroad Freight Trucks is a natural 
outgrowth of Chrysler research on the 
fundamentals of vehicle suspension. 
Such work is part of Chrysler Corpora- 
tion’s continuous research into every 
phase of vehicle design. The value of 
this same research is reflected in the 
superior riding qualities of Chrysler- 
built cars and trucks. 
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